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--000- -
EXCERPT OF MEETI NG
--000- -

EXECUTI VE DI RECTOR WOOD: Good norni ng, |adies
and gentlenmen. [|'d like to welconme you to the regul ar
schedul ed neeting of the California Horse Raci ng Board.
It's being conducted on Novenber the 30th, 2001, and
this meeting is being conducted at the Kenneth L. Mddy
Equi ne Anal ytical Chenistry Laboratory at the University
of California at Davis in Davis, California.

Present at today's neeting are the chairnman of
the California Horse Racing Board M. Al Landsburg, Vice
Chai rman M. Roger Licht, Conm ssioner WIIiam Bi anco,
Commi ssi oner John Harris, and Commi ssioner Marie
Moretti. We know that Ms. Sheryl Ganzella is en route
and will be here as the neeting progresses. So we will
note that for the record.

Before we go forward at this norning's neeting,
I would ask that if you want to give testinony before
this board that you would pl ease state your nanme and
affiliation for the court reporter. |f you have a
busi ness card to provide her, it would be appreciated.
And with that 1'mgoing to turn the neeting over to our
chai rman, M. Al an Landsburg.

CHAI RVAN LANDSBURG. Thank you. | would |ike
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to offer our thanks to the dean of the school of U C.
Davi s veterinary nedicine school, Benny Osborne, and ask
himto cone up for a nonent to say a few words and

wel cone us here.

DR. OSBORNE: Thank you, M. Landsburg and
Executive Director Wods, Conm ssioners, |adies and
gentlenen. On behalf of the School of Veterinary
Medicine at U C. Davis, we welcone all of you here
t oday.

We have had a | ongstanding relationship with
the equine industry and it's one which we have been very
pl eased to be partnering with you on a nunber of
different occasions. |I'd like to just take a monment and
review for you sone of the things that we have here that
speak particularly to things relating to the equine
i ndustry.

First of all, we have our Center for Equine
Health, and this programis one which Dr. Greg Ferraro
heads up, and as director of that program he has
steered it into areas that address particul ar problens
of the equine industry. And this is handled through a
conpetitive grant programthat both our faculty and
faculty of California State University system
participate in. W think it's been a very successfu

program addressed nany of the issues which have cone
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forward fromyou and ot hers.

W also a few years ago took on the
responsi bility of the equine analytical chemstry
| aboratory. This is a program which is now under our
California Animal Health and Food Safety Laboratory.
Dr. Alex Ardans is director of the program here, and
this programis one in which we're very proud to have
you here today in the facilities that Senator Ken Maddy
actually brought to the forefront and allowed us to
participate in this program

This is the premere |laboratory in the world
for equine drug testing and it's one which we are very
proud to have on this canpus and to be able to partner
with you and others in carrying out sone of the work
that is required for equine and perfornmance horse
i ndustri es.

So we hope you have the opportunity to take a
tour of the facilities later on today. W're very
pl eased to have you here, and we want to thank you for
comng to this canmpus and bei ng our guests here,
allowing us to host you here today. So with that, 'l
turn the nmeeting back to you and thank you very much.

CHAI RMAN LANDSBURG. Thank you, Dean Osborne.
Havi ng taken that tour yesterday as a part of the

education of conmm ssioners of horse racing, | think that
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it is all of our duties and all of our responsibilities
to see that the information which is gathered here, the
manner in which it's gathered and the possibility of
further educating our owners, our trainers, our jockeys
and all of those people involved in racing that we find
a way to make their work known on a w der scale, and
"Il be discussing it with sone of you at breaks here to
try and get your support for that kind of educationa
project. Thank you.

Now, to the mnutes. The first itemfor action
is approval of the minutes of the regular board neeting
of Cctober 19th. Do we have any corrections?

I have one correction to the mnutes. Page
four of the mnutes in the discussion of action on the
report fromthe SCOTWNC O f-Site Stabling and Vanni ng
Fund Committee. 1In lines four and six of that paragraph
on page four, please change TOC to SCOTWNC. In line
four as well as line six, TOC should be changed to
SCOTW NC.

Are there any other changes?

"Il entertain a notion then to accept the
amended mi nutes.

COWM SSI ONER MORETTI: 1'll nove to approve the
m nutes with the changes that the chai rman nenti oned.

CHAI RMAN LANDSBURG, Seconded?
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COWM SSI ON BI ANCO:  Second.

CHAI RVAN LANDSBURG. Thank you. Al in favor?

(Ayes.)

CHAI RMAN LANDSBURG. The minutes are accepted
and we will nove on to itemtwo. Discussion and action
by the board on application for license to conduct the
horse racing neeting of the Los Alamitos Quarter Horse
Raci ng Meeting at Los Al anmtos commenci ng Decenber 28,
2001, through Decenber 22nd 2002, i ncl usive.

Can we have the staff report?

MS. WAGNER: Jacki e Wagner, CHRB staff. The
application before is a fromthe Los Alamtos Quarter
Hor se Raci ng Association. They are proposing to race
Decenber 28th, 2001, through December 22nd, 2002, which
is 203 days. They are proposing to race a total of
2,040 races or 10 races per day. They neet the 10
percent requirenent of stakes, purse paid for Cal breds.
There will be racing four nights per week. Their first
live post will be 7:15 p.m on Thursday and Friday with
a 6:30 p.m post on Saturday and a 5:30 p.m post on
Sunday. The wagering programw |l utilize CHRB rules.
We have received the horseman's agreenent. Staff would
recommend that the board adopt the application as
present ed.

CHAI RMAN LANDSBURG. |s there any discussion of

10
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this request?

MR. BLANI AN. Rod Bl ani an representing Los
Al amitos Quarter Horse Racing Associ ation.

We would just like to bring to the attention of
the board that Attachment F to the horseman's agreenent
is, well, Attachnent F to our license application is the
horseman's agreenent, and the horseman's agreenent
i ndicates that we make the harness signal from
Sacrament o conditioned on the harness associ ation
agreeing to pay the inmpact fees pursuant to the 1996
agreenent, and there is an issue before the
adm nistrative |law judge on this, and | just wanted the
board to be aware of that.

CHAI RVAN LANDSBURG. Are we waiting then for
the adm nistrative |aw judge to give us a readi ng?

MR. BLANIAN: Yes, we are, but it should not
hold up this application.

CHAI RVAN LANDSBURG. Any coment to that from
our audi ence or board? Then entertain a notion to
accept the recommended application for license to
conduct the horse racing neeting at Los Al amtos Quarter
Hor se Racing Association. Do | have such a notion?

MS. GRANZELLA: I'Il nove

CHAI RVAN LANDSBURG. So nobved. Second?

COWM SSI ONER MORETTI :  Seconded.

11
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CHAl RVAN LANDSBURG. Seconded. All in favor?

(Ayes.)

CHAI RVAN LANDSBURG. Opposed?

Then the board has approved the application for
licensing at the horse racing neeting at Los Al anitos
Quarter Horse Racing Associ ation.

Next item on our agenda, public hearing on the
adopti on of the proposed regul atory anendnent to CHRB
Rul e 1467, Paymaster of Purses, require the paymaster to
di sburse 10 percent of the purse noney earned on any
t hor oughbred that finishes first, second or third to the
trai ner of the horse. Jackie?

MS. WAGNER: Jacki e Wagner, CHRB staff. The
proposed amendnment to Rule 1467 will require that the 10
percent of the purse noney earned on a horse that
finishes first, second or third at a thoroughbred race
nmeeting be deposited into the trainer's account. The
anmendnent will also allow horse owners to opt out of
t hat paynment plan by submitting a witten notification
to the paymaster not to deduct the 10 percent.

The rul e has been noticed for 45 days to the
public. W have received no comments on the proposal
and staff would recomrend that the board adopt the
anmendnent as presented.

CHAI RVAN LANDSBURG. |s there any discussion or

12



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

comment on this?

COW SSIONER HARRIS: | just wanted to clarify
that if an owner opts out as a given race neeting, is
that |ike forever or just that year or how woul d that
wor k?

M5. WAGNER: That woul d be for the race
meeti ng.

COW SSI ONER HARRI'S:  Wbul d you have to do it
agai n the next year?

MS. WAGNER:  You know, | believe that you
woul d, but that has not been really finalized, the paper
work that they would fill out --

COW SSI ONER HARRI'S:  The paper work | ooks to
me |ike once you opt out, you're out.

MS. WAGNER: You're opted out until you receive
notification that you want to opt in. It would extend
to the next race.

CHAI RMAN LANDSBURG. |'m sorry. \Where does
that opt in cone from Jackie?

MS. WAGNER: It's automatically deducted unl ess
the owner sends a paper that they do not want to
parti ci pate.

CHAI RVAN LANDSBURG. The owner woul d not be
notified of that condition? 1In other words, |'ve opted

out and feel | don't want it.

13
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MS. WAGNER: That noney will not be deducted.

CHAI RVAN LANDSBURG. Fine. That's for that
neet. \Wether it be a fair nmeet, whether it be any of
the neets that occur and each time an opt out nust be
witten by the owner? ['d just like that clarified.

M5. WAGNER:  Yes.

CHAI RMAN LANDSBURG. Each tine each neeting.

COW SSIONER HARRI'S: It would carry forward to
t he next year, though

M5. WAGNER: It would carry forward.

COW SSI ONER HARRI'S:  Also, are the fairs
consi dered one neeting? |f the owner opted out at the
fairs, is that one paynmaster that does all the fairs or
how does that work?

M5. WAGNER: The fairs would be considered one
meeti ng.

CHAI RVAN LANDSBURG. Jack, | didn't hear what
you sai d.

MR LIEBAU: Jack Liebau. The fairs, at |east
as far as the San Mateo County Fair has a separate
paymast er because the Ferndal e neet is being handl ed or
operated concurrently.

COWM SSION WOOD: | think, M. Chairman, it was
the intention when the di scussion on the regul ati on was

first brought about that the fairs would be individua

14
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15
race neets because there are individual entities

i nvolved in operation of fairs.

| also believe that once you decided to opt out
at Bay Meadows you woul d opt out for Bay Meadows for
their neets and that you didn't have to reapply at the
subsequent neet next year, but that would carry forward.
| believe that was the way in which the procedure would
wor K.

CHAI RMAN LANDSBURG. Right. So that year to
year do you have to -- if you want to opt out year to
year, you have to do that or is it forever at Bay
Meadows? That's what |'mtrying to determ ne

COMW SSION WOOD:  It's mnmy intention -- ny
recol l ection of the discussion was once you opted out of
Bay Meadows you were opted out of Bay Meadows.

CHAI RMAN LANDSBURG.  Peri od.

COWM SSI ON WOOD:  Peri od.

CHAI RMAN LANDSBURG. And that would go unti
you want to take that opt out away.

MS. WAGNER: That's correct.

CHAI RMAN LANDSBURG. | just want to clarify it
for all concerned. Once you filled out 17 papers, you
are now covered throughout all racing for all tinme; is
that correct?

MS. WAGNER: That's correct.
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CHAl RMAN LANDSBURG: Be sure.

COW SSI ONER HARRI'S:  If an owner has multiple
trainers, you couldn't pick and choose. You're either
in or you' re out.

M5. WAGNER: You're either in or our out.

COWM SSION WOOD: We're just trying to sinplify
the process so that you don't have to go through
multiple filings each time at the race neets thensel ves.
I think that's the intent of that.

MR. VANDEKAMP: John Vandekanp, TOC. We're
supportive of this reg and have been. As | think you
know, Gary Berg of our board has been a | ong-term
supporter of this, God bless him

And | think that the purpose of the form here
is so that you could have one-stop shoppi ng basically.
So as you filled out the form the formcould be filled
out for basically all the racetracks in California at
one time, as | believe it's been explained to nme that
there will be nultiple copies of this that you would
fill out, probably put in at the top of the paymaster of
purses, let's say, at Santa Anita, Hollywood Park, De
Mar, and then those would be forwarded and filed at
those process. | think I'mcorrect.

EXECUTI VE DI RECTOR WOOD: Li ke a national or

statewide |icense, yes, sir. So each formcould

16
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represent different scenarios, but you have to indicate
on each form which one you wanted yoursel ves covered
under .

COW SSI ONER LI CHT: One of the things | think
we need to be cautious of is horses shifting from one
track to another running in different trainers' nanes.
There could be different clains. | think we m ght want
to add sonmething on the formor it would be better to
just do it inter-track as soon as possibl e whoever the
trainer listed in the programis the one that's going to

receive that direct fee. Because | know a |ot of tines

a Southern California trainer will ship up to Northern
California and still think it's his horse to receive the
noney.

EXECUTI VE DI RECTOR WOOD: That's a procedura
thing I think we could cover with the coordination of
the fornms anong t he bookers.

COW SSI ONER HARRI'S:  TOC will have to inform
owners about that, too, have an educational program It
m ght be a problemor issue if somebody shipped into
California from sonepl ace el se and was not aware of it
that they needed to be made aware that that was the
deal

EXECUTI VE DI RECTOR WOOD: | think it would be

diligent on all of us, the TOC, the CTT, the racing

17
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associ ati ons, through overnights, conditions, books,
various publications, once this is approved by OAL after
we adopt the regulations to do all we can to nake sure
everyone knows how this works.

CHAI RMAN LANDSBURG. We hope so. Is there any
further comment on this proposed amendnent ?

MR, DOUGHERTY: Charlie Dougherty, California
Thor oughbred Trai ners.

We just wanted to take the tine to thank the
menbers of the board, the TOC and the race tracks for
sticking with this. [It's been a |ong process to get
this where it is. | tell you, the trainers truly do
appreciate it and look forward to it being inplenmented.

CHAI RMAN LANDSBURG. | wish there were a way we
could call it the Gary Berg rule because he certainly
deserves that in menoriumfor his work on this.

Is there any further coment? | wll entertain
a notion to approve the adoption of the proposed
regul atory amendnment to CHRB rul e 1467, Paymaster of
Pur ses.

COW SSION BIANCO | neke a recommendati on,

Al .
COWM SSI ONER MORETTI:  Second it.
CHAI RMAN LANDSBURG: |"msorry. Bill, you made

t he notion?

18



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

19
COW SSION BIANCOG: | made the notion.

CHAI RVAN LANDSBURG. Thank you. And you've
seconded, Marie.

COWM SSI ONER MORETTI :  Yes.

CHAI RMAN LANDSBURG. Thank you. Al in favor,
pl ease?

(Ayes.)

CHAI RVAN LANDSBURG:  Opposed?

It is therefore adopted. Thank you.

Movi ng on. Public hearing now on the adoption
of the proposed regul atory anendnent to CHRB Rul e 1691
Col ors and Nunber, to permt advertising on jockey
attire, owner silks, track and saddl e cl ot hing.

M5. WAGNER: Jacki e Wagner, CHRB staff. The
proposed anmendnent to Rule 1691, as you know, will allow
advertising on jockeys' attire, owner silks and track
saddl e cloths. This amendnment was initially adopted by
the board in July of this year and subsequently
submitted to the Ofice of Administrative Law.

They di sapproved the initial proposal for a
nunber of reasons. They did not satisfy the necessity,
clarity and consi stent standards of review They
recommended some changes to the regulation. |In response
to those coments, the staff went ahead and nodified the

| anguage. We subsequently sent it out for an additiona
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15-day comrent period, and staff at this point would
recommend that the board adopt the rule as presented.

CHAI RMAN LANDSBURG. Do we have di scussi on of
this rule fromthe board?

MR. BROAD: M. Chairnman, nenbers, Barry Broad
on behalf of the Jockeys Guild, and | have with me Chris
McKerron whom you all know.

We are, of course, supportive of the rule. W
were supportive of it the last tine. W understand
that -- clearly understand the problemthat arose with
regard to the regulation of comrercial speech that the
Office of Administrative Law pointed out and, you know,
obviously we agreed that we can't keep what was in there
and woul d ask you to nove forward on that basis.

In the last week or 10 days, the Jockeys Guild
has asked me to present to you an additional concept for
your consideration which | passed out, and as soneone
who has served on an adm ni strative board, the
I ndustrial Welfare Comm ssion, | understand that |ate
arrivals are generally frowned upon in the world of
regul ation, and | do apologize for that. And | nade
every effort to talk to all of you and M. Wod as soon
as | could. | could not get ahold of you, Ms. Mbretti,
unfortunately, but | did talk to everyone el se.

Let me explain the issue. The Jockeys Guild,

20



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

as you may know, has since | believe the 1940's
supported pernmanently di sabl ed jockeys and tenporarily
di sabl ed jockeys. |In California, we're fortunate to
have workers' conpensation coverage which hel ps a great
deal with tenporary disability, but we do have
permanently di sabl ed jockeys who are supported and many
of them have been supported for decades.

That fund, which is now at about 1.2 nmillion
dollars, is rapidly running out of noney just because of
t he nunber of people who need these benefits and the
cost of providing the services to those disabl ed
j ockeys. The Jockeys Cuild believes that we need to do
sonmet hing quickly. That noney will run out in
approximately 11 months at the rate at which it's being
expended. It's a very serious problem

It's our view that the jockeys, disabled
j ockeys need to be taken care of, that we have to be
able to continue to do this. W therefore have conme up
with an idea, and I will grant you it is not w thout
possi bl e controversy, but | would |ike to raise it and
we would like you to consider it very strongly, and that
woul d be that for the first year that this advertising
is permtted that upon a majority vote of California
licensed jockeys that the proceeds of advertising

revenue would go to the Disabl ed Jockeys Endownent Fund,
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after one year that that regulatory requirenent woul d
| apse and that the revenue could go anyplace that, you
know, there was an agreement to send it.

The issue that's been raised to nme i medi ately
by a nunber of you as well as the executive director is
that this raises constitutional questions about whether
it ampbunts to a taking under the Constitution. That is,
taki ng sonmeone's private property w thout conpensati on.
And our response to that is that we grant that that is a
legitimate argunent that can be made and we woul dn't
qui bble that it is not an issue. However, we have tried
by making this sonething that's approved by a majority
vote that's tenporary to aneliorate those concerns.

And as you know, in horse racing there are a
nunber of situations in which associationa
rel ati onshi ps are conpell ed by regul ati on and noney
which is in effect privately earned is distributed based
on, you know, the state conpelling it by regulation. So
it is not a foreign concept in horse racing.

Wth that, | would Iike to turn it over to
Chris to talk about the issue fromhis perspective, and
I would urge you to consider this with one caveat. |If
it is the sense of the board that this is an issue which
you don't want to tackle in this regulation, we don't

want to hold up adoption of the regulation today or in
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ot her ways undermne it. So if that is the case, then
we woul d ask you to just nove forward. But we would
like you to seriously consider this and to help us with
this very difficult problem

CHAl RVAN LANDSBURG. May | ask, Chris, before
one quick question. In this small paragraph which was
di stributed indicating your goal, are you saying that
all revenue fromall sources of advertising aboard a
horse, be racetrack, jockeys and owners, go to this fund
or just the jockeys' share?

MR, BROAD:. Just the jockeys' share.

CHAI RVAN LANDSBURG. Thank you. | wanted that
clear. It isn't in your menorandum

MR. McKERRON: Chris McKerron representing the
Jockeys Guild. Due to ny history, history of
i nvol venent with the Don McBeth fund and now t he Jockeys
Quil d disabled fund, | feel strongly conpelled to do
whatever | can to help disabled riders around the
country, especially in light of the fact that the
Jockeys Guild disabled fund is in a crisis situation
right now with the current burn rate.

If I may, 1'd just like to read a quick letter
here from El ena Andreotti and Oscar Andreotti, her
husband, a 21-year-old rider that was injured at Los

Al ami tos on October 22nd and unfortunately rendered
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par apl egi c.

I wish Oscar and | could be there to

speak with you in person. However, we

have not yet received a wheel chair

t hat enables Oscar to travel. In

light of Oscar's recent tragic

accident, we pray that you will give

strong consideration to the proposa

presented by Dr. Gerdminian and the

Jockeys Guild executive board. Oscar

is 21 years old and obviously has a

long and difficult road ahead of him

We thank you in advance for anything

you can do. Signed El ena and Oscar

Andreotti.

Anot her thing that cane to mnd, due to the
fact that there are sone owners of horses that are not
necessarily in favor of passing this, | thought it m ght
sweeten the situation a little bit or soften it sone if
we could direct the noney to go to disabled riders
i nstead of into, quote, wealthy jockeys' pockets. You
know, | don't want to take opportunities away from
anybody to further their income, further their |iving.
I"'mfully in favor of that. However, if there is any

way that we could try to stemthe tide a little bit of
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the di sabl ed jockeys fund fromgetting in a very
precarious situation, then that's basically the means of
nmy effort.

COWM SSIONER LICHT: | think it's crucial that
the industry support this disabled jockeys fund.
don't know that 1'm convinced this is the right way or
legal way to do it.

Where is the 1.2 mllion that you have now,
where did that come fronf

MR. McKERRON:  We conduct various fundraisers
t hroughout the year. W have autograph signing. Lone
Star has an event where they conduct a jockey all star
race every year and just various fundraisers throughout
the year.

COW SSI ONER LICHT: And the burn rate is
somewhere between half a mllion and a million a year

MR. McKERRON: That's correct.

MR, BROAD: Actually, at this point this year
up to date it's been 1.2 mllion. 1In ternms of the
economics of it, our goal here is to raise nationally 10
mllion dollars to go into a permanent trust fund which
we believe woul d generate sufficient income over tinme to
take care of this problem permanently.

COW SSI ONER LI CHT: Just reading this, has the

guild voted for this or the executive board has cone out
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in favor of it or has it been a formal guild
presentati on?

MR. McKERRON: The full board has not voted for
it, no, or the executive board has.

COWM SSI ONER MORETTI:  Informally | presune
you' ve had conversations with some of your coll eagues on
this. Wat is the sentinent of the jockeys?

MR, McKERRON: It's mixed, quite frankly. It's
very m xed.

COWM SSI ONER LICHT:  You'd be attenpting to
i ncl ude nonguild nenbers as wel |

MR. McKERRON:  Yes.

COW SSI ONER LI CHT: Same way. They have to
pay a hundred bucks for a license or whatever, they'd
have to agree to that.

MR, McKERRON: That's the way it states, a
majority of California jockeys, yes.

COW SSI ONER HARRI'S:  Some of this would seem
to revol ve around the adequacy of the workers' conp
program As | understand it, workers' conp is supposed
to take care of permanent disability, not just tenporary
disability.

MR. BROAD: Well, it's true it does take care
of tenporary and permanent disability, but as sonmeone

whose client base is generally organi zed | abor, the
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wor kers' conpensation systemis not adequate, frankly.
Its benefit level is not adequate to really take care of
soneone.

COW SSI ONER HARRI'S: | coul d see where we need
suppl enental , but | think we need to know there is a
programthere. It should be adequate to get this person
a wheelchair. | didn't realize it was that bad.

MR, BROAD: Well, many of you have dealt with
t he workers' conpensation system It is not very
friendly to injured workers. It's not very friendly to
| awyers. It's generally very friendly to insurance
conpanies, but it is not a great system Benefits are
slowin arriving, and in the case of jockeys, the
problemis they' re probably not, you know, injuries
don't know wi nners from | osers or wealthy from poor
and, therefore, you know, if you're at the |ow end of
the benefit |evel on workers' conpensation insurance,
it's pretty low, pretty hard to live

MR. McKERRON: And al so due to the migratory
nat ure of our business, jockeys are traveling all over
the place. There is only five states in the country
that have workers' conp for jockeys. Ganted, we're
tal king about a California situation here, but | know
that California very often likes to take the | ead on

certain things and it would | ook very unselfish in the
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eyes of riders around the country if California were to

adopt sonething like this. It would look terrific and
it could be the nodel by which other states follow suit.

MR. BROAD: Let nme just add this. There is no
guestion that the best state for jockeys in terns of how
they're treated is California. W' ve received very
synpathetic treatnent of our issues by the Legislature,
by this board, by the industry. This state is head and
shoul ders above all the other states in the United
States that have racing, and we want to make that
perfectly clear. That is our heartfelt view

COW SSI ONER MORETTI: If we were to approve
this and then you go back and you can't get a mpjority
vote on this particul ar paragraph, would you go alter by
sayi ng perhaps a portion of the advertisenent or would
you set up a voluntary systemor what alternatives do
you have?

MR. BROAD: | think the way it reads if a
majority of California |icensed jockeys voted no, then
there would be no -- it would just revert to pure
private agreenent.

COW SSIONER LICHT: | don't think that's
feasi bl e, though, because this is only going to affect
the very top end of the jockeys. The ngjority of the

j ockeys aren't going to participate in any advertising
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revenue, | wouldn't think

MR. BROAD: We don't know

COMW SSIONER LICHT: | know it's one person,
one vote in this country.

MR. McKERRON: | think to address Ms. Moretti's
comrent is this is obviously an 11th hour effort here
and Dr. CGerdm nian has not had an opportunity to speak
with every single jockey about this, but he's a very
persuasi ve man. He's got very strong persuasive
abilities, and |I'm confident that he would be able to
achieve the majority vote. That obviously remains to be
seen, but | think once he explained the situation to
each and every rider, | think that the majority vote
probably woul d happen. But obviously I have no
guar ant ees.

COW SSIONER HARRIS: |'d feel alittle nore
confortable with it if it was sonme sort of a super
majority like two-thirds. | would be a little fearfu
if it was really close it mght be divisive anongst the
j ockeys. One of ny concerns is is there that much out
there that's going to be very neaningful. Do you have a
feel for that?

MR. McKERRON: That's a very good question
I"mnot the nost optimistic person in the world with

regard to this whole idea. However, | will tell you
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t hat we have begun -- we're going to enter into talks

with a man by the nane of Don Laws. He's the CEO of
W angl er Jeans. There is a jockey who rides back East
who is next of kin and he tells ne that M. Laws woul d
much rather enter into endorsenent contracts to see that
the dollars went towards philanthropic reasons rather
than into participants' pockets. So it looks like a
pretty good fit if we could work out sonmething with
W angl er Jeans. But..

CHAI RVMAN LANDSBURG. Go ahead. | didn't nean
to cut you off.

MR, McKERRON: That's all right. | lost ny
train of thought anyway. So go ahead.

CHAI RVMAN LANDSBURG. |'m synpathetic to the
cause but not to the direction of having us create a
regulation. First of all, if you have a majority of the
j ockeys doing this vote, why do you need the board to
mandate for the rest of the jockeys? Seens to be a
wrong way of holding back a rule. 1In order to insert
this into the rule, you' re now delaying it by at |east
two nonths and probably nore, maybe three, because we
cannot judge how quickly the OAL will approve what we're
doing. That's nunmber one. So in this desperate rush by
putting this in you are now del ayi ng yoursel f.

Secondly, it seens to ne that when you have a
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vote anong your jockeys to mandate that the others
followthe rule, that seems to ne to go beyond our
ability to control the actions of people, even when it's
a good cause, even when it's a proper cause. W are
conmpel ling an action when the npjority will vote to do
it.

Why not stand up for all the jockeys in the
country and say we jockeys in California have voted 60
to 10 to do this. You are then |eading the parade as
wel | without harming or getting in the way of this
particular regulation, and there are other parts of this
regul ation that will cone up for discussion, but you
havi ng brought this up and understand that if the board
wants to approve that |anguage, and | don't know, we
have not obviously polled the board, you will be
del ayi ng the whol e process by, as | say, three nonths
woul d be presunptive of me. | think OAL has in the past
taken longer in certain things and this may be one of
t hem

So | leave the choice of noving forward to you,
but | think that we also nmust discuss in this ruling.
And |'m going to nove away from your mandated problemto
say that whether or not it's incorporated indirectly by
the rule, there nust be a provision, | believe, and

would like to bring it up for discussion, for either
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j ockey or owner or anyone who is benefiting fromthis
process to be able to opt out of soneone else's
adverti sing.

As an owner, | would like the ability to opt
out if I didn't like what the jockey was espousing on ny
horse, | would Iike to have the ability to opt out. |
think we can do that by directive order. And as a
j ockey, you ought be able to opt out if the owner is
going to put sonething on your back that's offensive to
you as an i ndi vi dual

So the opt out process here is going to be such
that we're going to have to adjudicate in some manner,
and | don't know that this rule as witten down all ows
for that kind of give and take between owner, jockey and
track. | leave that open for discussion. 1'd like to
hear nore about it and let's see where we are when al
of this comes to pass.

MR. BROAD: Let me just comrent on that. First
of all, we never envisioned that -- | guess we thought
that this issue would work itself out in the marketpl ace
of advertising as advertising generally does, that to
put it, | guess, how we viewed it, a leading jockey with
| ot of market clout who is desired by an owner and a
trainer to ride a horse is going to cone to that

rel ati onship saying, |'madvertising product X, Y and Z,
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and we believe and agree that there should be a
directive of the board requiring, you know, disclosure,
everybody's disclosure before the neet starts through
the steward of who's got what advertising deals.

And that let's say it's a |leading jockey and
said, well, you know what, | conme with Coca Cola. And
if an owner says, gee, | hate Coca Cola, | just only
drink Pepsi and that just won't work for nme, that that
will be worked out in the marketplace of, you know,
economic relationships. Either | want that jockey bad
enough and as a | eading jockey he or she is going to
agree or not agree.

If you have a jockey with little market clout
who cones to the rel ationship and says, you know, |'ve
got a deal here for Coke and, you know, the owner or the
trainer says, well, | really like Pepsi and you're not
riding for ne if you' re going to adverti se Coke, then
think that that jockey is going to be in a far nore
difficult position insisting on wearing that advertising
in that relationship, and we assunmed that that would
work itself out in the market relationship.

| don't think it's a good idea, although there
is a history of the constituent elements of horse racing
fighting with one another to the point that everybody is

harmed. Generally speaking, our viewis that we would
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go forward collectively and that the best approach woul d
be that the tracks, the owners, the trainers, and the
j ockeys woul d pursue sort of commpn contracts regarding
advertising that would -- and that would |ikely generate
the nost revenue for everybody. So | think that's our
general view of this. W certainly don't want anyone
not to be able to opt out, frankly.

CHAI RMAN LANDSBURG. | think that's an
i mportant point in this entire discussion

MR. McKERRON: To respond to two coments,
mandati ng the contribution just was basically born out
of the fact that we for the Don MBeth, we have a
Jockeys Across Anerica Day and we get each jockey around
the country to pledge a certain dollar figure.

Recei ving a pledge is wonderful, but receiving the

dollars can be tinmely. | nean, you know,
time-consum ng, | should say. So that's one of the
reasons why we said, okay, we'll see if we can say,

okay, all these dollars are going to go.

The other thing is as a jockey who has ridden
for 27 years, | certainly don't want to bite the hand
that feeds me. | fully respect the position of the
owners in the business and | woul d not want to
j eopardi ze ny relationship with anybody who owns or

trai ns horses.
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That being said, though, there is precedence
out there in the sports world with regard to conflicts
bet ween endorsi ng conpani es. For instance, Ray Floyd
m ght wear Lexus on his shirt, but he's not precluded
fromthe Nissan LA Open or the Buick Invitational
There are ways to resolve those potential conflicts, and
we certainly want to work with everybody to resolve
t hose conflicts.

CHAI RMAN LANDSBURG: We hope to.

MR. VANDEKAMP: John Vandekanp, TOC. There are
really two issues here, the one that you raised
M. Chairman. | talked to Gary Stevens this sumer, who
has had experience in England where they've had
advertising, and we've been concerned that there is
potential friction based on conpeting interests between
owners and jockeys as a result of this rule. And what
he told ne that he did there was to blast fax | think
all of his owners the nature of the advertising
arrangenents that he had well in advance of the races so
that if there was a problemthat he wouldn't use it.

| have been in communication with M. Wod here
in the last nonth or so recomending that a directive be
i ssued fromthe board to inplenent this rule to the
effect that well in advance of racing that jockeys as

well as owners indicate who the advertisers would be so
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deci sions woul d be made by the jockey and the owner as
to how they would proceed. | think that just picks up
on what M. Broad has said.

Second point, though, | just would like to
appl aud the Jockeys Guild for what has been recomended
today at least in ternms of goals. There are a couple of
real advantages of it. W're going to help jockeys who
are needy. Terrific. Nunmber two, if you get a nationa
sponsor |ike Wangler, | think you're nmaeking it a | ot
easier, and every jockey, you know, can wear those on
his pants and it gets everybody involved in the
i ndustry, not just the favored few. And we think that's
aterrific idea.

The question, of course, is whether the board
could put it into regulation, and I guess ny advice
would be if this board wants to proceed with this,
probably has to go out for a 45-day hearing situation.
There may be another way of doing this, and that is
sending this to comm ttee, having the Attorney Cenera
give you an opinion as to whether this is appropriate or
not, and then anend the rule that you nay approve today
that has al ready been approved by the board. And then
if the Attorney CGeneral conmes back and says that, you
know, you really can't take away the proprietary

i nterest of jockeys, I'mthinking particularly of those
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who are not menmbers of the guild, that this board |
think can certainly act within its powers to issue a
resol uti on appl audi ng the Jockeys Guild, urging jockeys
in the state to contribute in this way.

And while | can't speak for ny board today
because | have not presented it to it, I'msure that the
owners of California would be very supportive of
persuasi ve efforts to try to get all the jockeys on
board. And | think that peer pressure can be very
powerful. But | think that the idea that has been
presented is a step forward and |I applaud Dr. Gerdni nian
and the guild for bringing it to light. The question
think is the mechanismas to howto do it.

CHAI RMAN LANDSBURG. I's there further
di scussion on either the nechani sm and/or the idea?

If there is no further discussion, I'mtoying with

anot her suggestion, but I'mgoing to let it pass. Can
have a notion to adopt the proposed regul atory amendnment
to the CHRB Rule 1691, Col ors and Nunbers?

COW SSI ONER MORETTI: Chris, you are willing
if we have to go back for three nore nonths or whatever
it could be, you're willing to give that tinme frane.

We' ve been working on this for so long, that's why |
just want to hear it clear.

MR, BROAD: | suppose, although I think perhaps
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M . Vandekanp's suggestion, given the potentia
constitutional questions here, and | think they are rea
and there may be ways to deal with this by changing this
| anguage, which is a week old, that would take care of
that. | think the worst of all possible worlds would be
to delay it three nonths, adopt something and then have
OAL cone back and say it's unconstitutional, you know,
start all over again.

G ven the tinme franme involved, it nmight be
better to go ahead and adopt it as it's proposed and to
ask the Attorney General to opine on the | anguage and
maybe make any suggestions about if that |anguage is
deficient in some manner constitutionally or in a
regul atory sense, | suppose, how it m ght be resolved;
and then we would wei gh collectively, | suppose, whether
to seek an anendnent of the regulation and adopt it. Do
you agree?

MR, McKERRON: Wbuld it be possible to this
week al so give us an opportunity to have Dr. Gerdm ni an
speak with all the jockeys and nmake sure that everybody
is on the sanme wavelength? |Is it a possibility to have
an amendment |ater on?

EXECUTI VE DI RECTOR WOOD:  Yes.

COW SSIONER HARRI'S: | think that's | anguage

adopted as stated before your suggestion. Seens |ike
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t he jockeys maybe need to |l ook at their total picture.
Basically what you need is nore funds to aimat certain
things. Maybe you have other source of funds. There
are other ways to do it, including this, to get a tota
picture rather than hold up this.

MR. BROAD: Thank you.

MR, McKERRON: Thank you.

CHAI RMAN LANDSBURG. John Vandekanp? Where are
you?

MR. VANDEKAMP:  Sir.

CHAI RVAN LANDSBURG. The resolution that you
propose which | think is a nmeritorious idea at this
monment to help the Jockeys Guild nove forward and
think it my be the consensus of the board, | just |ike
to know how you woul d frame that resol ution

MR. VANDEKAMP: | woul d not suggest you do it
today. | would suggest that if the Jockeys Guild
basically has support for it and you get a nationa
sponsor that they pass the information on to you and
then I think your help -- | think it's alittle
premature for you to act today on that.

CHAI RMAN LANDSBURG. | can't pronise you the
board hel p, but | just wanted to know what your comment
had been. Therefore, is there any nore discussion of

this? Can | have a notion to adopt the proposed
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regul atory amendnment to CHRB Rul e 1691, Col ors and

Nunber s?

COWM SSI ONER MORETTI:  So nove.

COWM SSI ONER HARRI'S:  Second.

CHAI RMAN LANDSBURG. All in favor?

(Ayes.)

CHAI RMAN LANDSBURG. Al |l opposed?

Unaninous. It's an interesting step forward in
raci ng.

Movi ng on then, public hearing on the adoption
of the proposed regul atory anendnent to Rule 1858, Test
Sanple Required to elimnate the requirement that every
horse clainmed in a clainmng race can --

EXECUTI VE DI RECTOR WOOD:  You ski pped nunber
five.

CHAI RMAN LANDSBURG. Forgive ne. | did skip
one | checked it off too soon.

Let's strike that and we're going back to item
five on the agenda, public hearing on the adoption of
the proposed regul atory anendnent to CHRB Rul e 1844,

Aut hori zed Medication. Staff report?

MS. WAGNER: Jacki e Wagner, CHRB staff. The
proposed amendment to Rule 1844 will expand the |ist of
aut hori zed nedi cations to include clenbuterol at a |eve

not to exceed five nanograns per mlliliter that can be
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present in an official post race test sanple.

The rul e has been out for notice 45 days.
Staff has received no conments on the proposal and we
woul d reconmend that the board adopt the proposal as
present ed.

CHAI RVAN LANDSBURG. Do we have di scussion of
this proposed anendnent ?

COW SSI ONER HARRI'S:  This was originally
di scussed at the August neeting of the Medication
Conmittee, and we had an extensive report fromtwo
scientists up here in Davis, Drs. Stanley and Baker
They' ve done extensive research on this and feel that
five nanograns woul d definitely not enhance any horse

performance, but woul d have therapeutic value in

treating respiratory infections in horses. | think they

are here and coul d answer any questions on the study
itself.

CHAI RMAN LANDSBURG. Are there any questions
forthcom ng? Anong the board? Anything further to be
said? May | have a notion to adopt?

COMW SSIONER HARRI'S:  |I'll nove we adopt the
proposed rul e change.

CHAl RMVAN LANDSBURG: CHRB 1844

COW SSI ONER HARRI' S: CHRB 1844, authori zed

nmedi cati on whi ch adds a | evel of clenbuterol of five
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nanograns per mlliliter.

COWM SSI ONER LI CHT:  Second.

CHAI RMAN LANDSBURG: All in favor?

(Ayes.)

CHAI RMAN LANDSBURG.  Opposed?

The notion is unani nously carried.

Movi ng on now, sorry to skip. W have a |ong
agenda today. This is a public hearing on the adoption
of the proposed regul atory anendnent to Rule 1858, Test
Sanpl e Required, to elimnate the requirenment that every
horse clainmed in a claimng race be tested; to change
the requirenent that nine additional horses selected
fromthe racing programbe tested to not |ess than six
or nore than nine horses; and to increase the gross
purse anount for testing horses finishing second or
third in a stakes race from 40,000 to 75,000. Jackie?

MS. WAGNER: Jacki e Wagner, CHRB staff. The
proposal before you for the amendment to Rule 1858 will
effectively elimnate the requirenent that all clained
horses be tested. However, it nust be noted that under
the proposal clainmed horses can still be tested at the
di scretion of the stewards. That testing would cone
about in the random selection. |In addition, all clained
horses that win their claimng race will have to be

tested by virtue of the fact that they are a w nner.
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The amendment al so raises the gross purse for a
stakes race from 40 to 75 thousand of those horses that
have to be tested.

The amendment has been out for public coment.
We have received no cormments on the proposal and staff
woul d recomrend that the board adopt the anmendnent as
present ed.

CHAI RMAN LANDSBURG. |Is there discussion from
t he board menbers or the public?

COW SSI ONER HARRI S:  The Medication Committee
al so | ooked at this back at the August neeting and felt
that it would be wise to cut back slightly on the nunber
of tests with the idea of putting nore enphasis on
better testing. The clainmed horses, one of the issues
here is that they were only being tested for bl ood, not
uri ne anyway, and there was no recourse that anyone had
if a horse had a high bute. W feel still anybody woul d
take a risk of being picked up on a randomtest and it
was literally sone race neets there's eight or nine
horses clained and the receiving barn really oftentines
can't really handl e that many horses very well. So just
we feel for overall efficiency of the programis
enhanced by dropping a few categories of the horses.

Al so, on the stakes raises, the stake raises

rule basically just takes into account inflation. |
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think it was a good detrinment to anyone that's trying to
cheat that they know there is a |likelihood that their
horse is going to be tested. | would just cut back a
little bit so we can do a better job than the ones we're
doi ng.

CHAI RMAN LANDSBURG. Further comment? Jim
COMEe on up.

MR. GHI DELLA: | can speak from here.
JimGhidella fromthe TOC

I just wanted the board to be aware that this
woul d raise the bar above npbst stakes in Northern
California now. 1In fact, our overnight stakes at Gol den
Gate fields are $55,000 purses. There's 21 of those
stakes. So there is 21 stakes where there will be
reduced testing.

On the county fairs, | believe we only have two
t hor oughbred stakes that 75,000 or over. So that neans
every stake on the county fairs would only have one
percent tested. So the inpact is a lot greater in the
north as opposed to what's happening in the south.

EXECUTI VE DI RECTOR WOOD: Referring to the
conment that M. Ghidella made, the stewards still have
the discretion to test those horses in their random
sel ections each tine. So that in the stakes races, |

woul d think that we would require or request the
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stewards to consider that if any horse that's one, two
in a stakes race at any neet in Northern California
continue to be tested.

CHAl RMVAN LANDSBURG. |'m sorry. Yes.

MR. BROAD: M. Chairnman, nenbers, Barry Broad
on behalf of the Jockeys Guil d.

We're not opposing this regulation. W didn't
oppose the prior regulation. However, the Jockeys CGuild
has al ways been very concerned when the trend gets
t owar ds decreasing the frequency of testing and
increasing the | evels of nedication. W're hoping it's
not a trend because it does greatly concern the jockeys.
Thank you.

CHAI RMAN LANDSBURG. The testing that we
witnessed in ternms of process here yesterday is becom ng
nore and nore accurate, it's becoming nore and nore
sensitive and nore and nmore likely to pick up the kinds
of illegal drug, if you will, or unintentional illega
dr uggi ng.

| think that resting on that nerit at this
monment |''m personally confortable with it where it
stands and with this regulation. However, is there nore
di scussion? In which case |'I|l entertain a notion to
adopt the proposed regul atory anendnent to Rul e 1858,

Test Sanpl e Required.
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COW SSIONER HARRIS:  I'l1 nove we adopt Rul e
1858, Test Sanple Required.

CHAI RVAN LANDSBURG.  Second.

COWM SSI ON BI ANCO.  Second.

CHAI RMAN LANDSBURG. All in favor.

(Ayes.)

CHAI RVAN LANDSBURG. Opposed?

This is a very unani nous board.

We are now noving on to item seven on the
agenda, public hearing on the adoption of the proposed
addition of Article 26, advance deposit wagering, which
contains a nunber of regulatory points. John Reagan.

MS. WAGNER: Jacki e Wagner, CHRB staff.

CHAI RMAN LANDSBURG. Sorry. | didn't know
whi ch of you was handl e each of those.

MS. WAGNER: The proposal before you is for the
adoption of Article 26, advance deposit wageri ng.
Wthin that article we will have 14 new rules that wl|
be on the, if the board adopts them that will be on the
board's books that will govern advance deposit wagering
here in California.

The first rule that is up for your
consi deration is Rule 2070. This is definitions, and
this rule provides the terns and the definitions that

are going to be used in Rules 2071 through 2083 which
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are the rules that govern advance deposit wageri ng.

CHAI RMAN LANDSBURG. |Is there a comment on Rul e
2070, Definitions?

COW SSI ONER LI CHT: Do we need to pass each
one individually?

EXECUTI VE DI RECTOR WOOD: Yes, each one.

CHAI RVAN LANDSBURG. We will be passing each
one of these rules individually.

MR. BADOVI NAC: Thank you, Comm ssioner. M
name i s Greg Badovinac. | ama nenber of California
Horse Racing Fans Committee, although | am speaking as
an individual and | amnot otherw se involved with the
horse racing industry.

| in a comment suggested that we add in
paragraph J, credits, to deal with refunded wagers.
There are occasi ons when wagering pools are terni nated
because of the nunber of horses or because of the fact
t hat raci ng cannot be conducted that day.

Just as a technical clarification that credits
subpart J be anended to read credits nean all positive
i nflow of noney froma w nning or refunded wager to an
account .

MR. REAGAN:. Conmi ssioner, John Reagan
R-e-a-g-a-n, CHRB staff.

Qur guest here today has an interesting point.
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48
However, this paragraph J is not meant to be totally

inclusive, in that we have also Rule 2079 that talks
about refunds. The point is | don't believe that it's a
seri ous enough issue that we should delay the rule for
15-day notice, which would take it out maybe two nonths,
for this one correction. | think the rules as they
stand cover the issue.

We al so have our standard pari-nutuel rules
that refer to cancelled races and refunds, and | think
it's pretty clear as to what we should do in this
regard. Like he said, kind of a technical issue, but |
don't believe it's serious enough to hold up the rule
t oday.

COWM SSIONER LICHT: | agree with Geg. |
think you make a good point. But | think in w nning
when construed in terns of all the regulations that we
woul d have woul d include a refund. Wnning would
include it.

MR. BADOVI NAC. | also subnmitted a comment on
Rul e 2079, and it is unclear as to when the refunded
wager woul d be posted to the bettor's account.

COWM SSI ONER LICHT:  Well, | think we had that
di scussion at our neeting at Fairplex and talking to the
Aut ot ot e people, a horse that is scratched, if you have

a ticket on that horse, in order for you to get your
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nmoney back at the track, you have to in fact have the
ticket cancelled until the race is run. You cannot
receive a refund for that nmoney the mnute the horse is
scratched unl ess you ask to have the ticket cancell ed.
So | would assune that we will have the sanme sort of
mechani smin place with advance deposit wageri ng.

MR. BADOVI NAC. Sir, but at the same tine, in
the unlikely event that racing is cancelled at a
| ocation due to weather or unsafe conditions, the
regul ati ons are unclear as to when those -- if I've
al ready made a bet on race nine and racing is term nated
at race five, the regulations are unclear as to when
woul d get my refund on race nine.

CHAI RMAN LANDSBURG. You don't accept common
practice that is at that noment in tinme the refunding
begi ns.

MR, BADOVINAC. As | said in nmy coment on Rule
2079, it's unclear further on in the regul ations.

CHAI RMAN LANDSBURG. | don't think we want to
change the reg because of an unclarity. |It's part of
comon practice in racing.

COW SSI ONER HARRI'S:  Seens |i ke as tine goes
on there are going to be mnor fixes that we do, but I'd
like to see us hold up this one on this.

COW SSI ONER LI CHT:  You understand what |I'm
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tal king about as far as a scratched horse. You don't
actually receive the noney as a scratched. You receive

a cancelled ticket the same way you woul d ask your hub

to cancel your ticket, | assune.
MR. BADOVI NAC: | have no issue with the
scratched horse. It's cancell ation of the race cards

due to weat her, unsafe conditions that is |eft unclear
in this regulation.

MR. REAGAN. However, Conmi ssioner, CHRB Rule
1544, calling off a race, discusses those very issues in
terms of how we would handle it.

CHAI RMAN LANDSBURG. Further discussion of the
definitions number 20707

MR. TOANE: Norm Towne representing Cal Expo
and the Sol ano County Fair.

| don't advocate changi ng any of the
regul ati ons that you propose here, but on the definition
area, | think that we need to put a definition in on
cal endar period. | don't believe it's defined in | aw
and | don't believe it's defined in the regul ations, and
it is -- it does inpact both the live neets and the
advance deposit wagering.

If there's a circunmstance that arises where no
licensee in California defined as soneone who is

operating a live race neet is, let's say, conducting a
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neet for a week, hypothetically, if that's a cal endar
period, and | don't know whether it is or not because it
isn't defined, but if that were a cal endar period or
defined as a cal endar period in soneone's mind, what
happens with advance deposit wagers that occur during

t hat week?

CHAI RMAN LANDSBURG. | n what respect?

MR, TOMNE: Well, let's say that presunmably TVG
or Ubet or anyone else that's conducting advance deposit
wagers in California with California residents making
those wagers, if there are no |licensees operating during
a cal endar period in California, what happens to advance
deposit wagers during that tinme frame?

COWM SSIONER LICHT: If no track is operating
in California but a California resident is betting
outside the state? |Is that what you're saying?

MR, TOMNE: Right.

COW SSI ONER HARRI' S:  Sonebody woul d have to
deem sonebody to be operating. Maybe like this year
Hol | ywood Park cl oses on Decenber 17th, that they would
split with Santa Anita sonmehow or sonebody was deened to
be operating every day.

EXECUTI VE DI RECTOR WOOD: | woul d think that
woul d be correct, Conmissioner Harris. | think that is

the situation that woul d be addressed in the agreenents
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presented at the time of licensing to the board, and
believe that if the definition for cal endar day needs to
be included in the definitions, it ought to be an
additional request to anmend those regul ations after we
get these regulations in place, not as to anend them as
we go forward, because | think currently we can conduct
an application for licensing process which would include
the tines that you speak of as a part of the agreenents
that the applicant woul d make at the tine of |icensing

MR. TOANNE: And | agree with that. | just
think that this board and the industry in general may
want to | ook at adding a reg at sonme point or in fact
inserting sonmething into the horse racing | aw t hat
defi nes cal endar period.

COWM SSI ONER LI CHT: That's a market access
fee, that's what you're tal king about, right?

MR. TOMNE: Yes.

CHAI RMAN LANDSBURG. Therefore, is there
further discussion of Rule 2070, Definitions?

COW SSI ONER LI CHT: Jackie, there were no
public coments to that other than Greg's conment?

MS. WAGNER: That's correct.

COWM SSI ONER LI CHT:  Okay.

CHAI RVMAN LANDSBURG. Then let ne entertain a

notion to accept Rule 2070, Definitions.
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COWM SSI ONER LICHT: | so nove that we adopt
that rule.

COW SSI ONER MORETTI:  Seconded.

CHAI RVAN LANDSBURG. Moved to adopt and
seconded. All in favor.

(Ayes.)

CHAI RVAN LANDSBURG. Opposed?

So we have adopted Rule 2070, Definitions.

Moving on in our list, Rule 2071 under Article
26, license to conduct advance deposit wagering by a
California applicant, provides procedures and conditions
a California applicant nust conply with to be |licensed
to conduct advance deposit wagering; and incorporates by
reference CHRB-132, new as of 9/01, application for
i cense to conduct advance deposit wageri ng.

Jackie will do the staff report.

MS. WAGNER: Jacki e Wagner, CHRB staff.

As enunerated by our chairman, Rule 2071
provi des the guidelines and procedures that an applicant
nmust conply with in order to be |icensed to conduct
advance deposit wagering here in California. Staff
woul d reconmend that the board adopt the rule as
present ed.

CHAI RVMAN LANDSBURG. |Is there discussion of

this particular itenr
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MR. BADOVI NAC: Greg Badovinac. | do encourage
the board to anend paragraph K. The current regulation
states that the board has 90 cal endar days to approve or
deny an application. However, there is no requirenent
that the board take action

In ny E-mail ed cooment | suggested that no
action by the board within 90 cal endar days i s deened
approval of the application. This is consistent with
other California regulatory agencies such as the
California Department of Financial Institutions, that if
the agency does not take action within a specified tine,
it's deemed approved. It would not affect the agency's
ability to deny the application or request additiona
time but would require an action.

MR, REAGAN. Commi ssioners, John Reagan. W're
unconfortable in putting the board in the position where
sonmething is automatically approved after a given tine
frame. W believe we can certainly respond within that
time frame, make any recomendations to the applicant as
to what conditions or problens we have with it and we
can certainly take care of that. W certainly don't
want to nmandate sonething be approved.

MR. BADOVI NAC: M. Chairnman, to avoid al
this, I would just say on the record for 2072 and ||

still have the same conment.
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COWM SSIONER LICHT: | think Greg's suggestions
are good, but they should be in the nature of the
amendnment, to be considered as amendnents. | don't
think they're of such a dramatic nature that we should
del ay inplenentation of the | aw

CHAl RMVAN LANDSBURG: Any ot her di scussion? |
entertain a notion to approve Rule 2071, license to
conduct advance deposit wagering by California
applicant.

COWM SSI ON BI ANCO | nake a notion, Al.

COW SSI ONER MORETTI:  Second.

CHAI RVAN LANDSBURG. All in favor?

(Ayes.)

CHAI RMAN LANDSBURG.  Opposed?

Theref ore we have approved Rul e 2071, |icense
to conduct advance deposit wagering by a California
applicant.

COW SSI ONER LICHT: |'m assunme, Jackie, there
is no public comrent.

MS. WAGNER: No public conment.

COW SSI ONER LI CHT: On any of these advance
deposit wageri ng.

MS. WAGNER: The only comrents we have received
are fromM. Geg --

COW SSI ONER LI CHT: Badovi nac.
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M5. WAGNER: -- Badovinac and he is here to
raise his coments to the board.

CHAI RVAN LANDSBURG. Moving on to Rule 2072 of
Article 26, approval to conduct advance deposit wagering
by an out-of-state applicant. Jackie.

MS. WAGNER: Jacki e Wagner, CHRB staff.

Rul e 2072 provi des the guidelines and
procedures that an out-of-state applicant nust conply
with in order to be approved for operating an advance
deposit wagering here in California.

CHAI RVAN LANDSBURG.  Conment on this rule? |Is
there comment ?

MR. BADOVINAC. As | stated earlier, sir

CHAI RMAN LANDSBURG. Thank you. We have Greg's
comrent. Anyone else's coment on this rule?

COW SSI ONER MORETTI: Could | ask, they were
tal king about in this I just got today? Does this refer
to this? 1Is Ron Liccardo here?

MR LI CCARDO:.  Yes.

COW SSI ONER MORETTI: | received your letter
earlier this norning when | cane here. | was just
wondering if this was pertaining to this particular
rule.

MR LICCARDO. | don't know if it's pertaining

to this particular rule, but | think it's going to cone
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57
up either nowor it's going to come up when everybody

goes for their licensing, | nean making their request.
| believe everybody on the board m ght have got a copy
of the letter |I sent themor --

CHAI RMAN LANDSBURG. | have not.

MR LI CCARDO. No?

COW SSION BIANCOG: | have not either.

CHAI RVAN LANDSBURG. Part of the considerations
within the Iicense framework is the utilization of union
enpl oyees and uni on | abor agreenments. As we get into
the licensing procedure, as you all know, we have al npst
a pilot program here that goes beyond what nmany of the
states have done with their wagering and we're | earning
as well as you do.

We recogni ze | abor's needs and wi shes in this.
To the extent that we feel we can fulfill them |'msure
this board is synpathetic to your organization.

MR. LICCARDO: As of late, |I've only been
infornmed, well, 1've been inforned -- we've been talking
that there woul d possibly be no jobs for us in this new
venture in the industry that directly deal with what we
do for aliving, like it says in there, who has the, you
know, the light field at the nearest racetrack

If there are any positions, they may be taking

pl ace out of state. That's why |I feel and that's why |
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wote this letter to the Governor's office that |

t hought the CHRB ought to be in control of the conplete
advance deposit wagering and everything should be in the
confines of the State of California. That way they can
be overseeing everything. Wth things happeni ng out of
state, you won't be able to be seeing what's happening
in other states with your advance deposit wagering.

CHAI RVAN LANDSBURG. To the extent that we
[icense them we do have sone control, albeit it is not
as easy to exert, but they have, to in order to conply
with the law, be allowed to render that service and they
have to be |icensed according to that | aw by the CHRB

Wthin our license regulation, we will be
dealing with | abor. How we get California |abor into
out of state we will be finding out as we go along. The
extent to which we can be effective in this will rest
with the manner in which |icensees deposit their
licenses to us and we go through themand try to get the
best possible deal for California racing, for California
| abor and for California bettors.

MR. LI CCARDO: Like | said, the |ast couple of
days |'ve talked to different people and been told the
possibilities of other ways to go, which will be
addressed probably on Iicensing when we go to |icensing

the individual rather at this time now That's why |
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didn't bring it up right now. \What | was going to do

after you got done proposing or approving or
di sapproving the regs, | was going to come in and ask to
tal k about this letter here.

CHAI RVAN LANDSBURG: W appreci ate your
concern.

MR. LI CCARDG:  Thank you.

CHAI RMAN LANDSBURG. Certainly there is role
for your people in the pari-mutuel departnments and they
shoul d be able to be part of these new account wagering
syst ens.

MR, LI CCARDOC: Well, we've put a lot of tinme in
this advance deposit wagering, and |I'd say that maybe
not quite as nuch as the tracks, but a lot of our tine
in the | ast couple years has been spent | obbying for
this to happen because we felt and didn't quite
understand the way it was going to be run and if it's
done conpletely electronically, there is not going to be
anything for us in this.

Spendi ng as rmuch time as we did thinking that
there m ght be a systemout there, whether it be replace
the jobs that we lost |ive because of people that
woul dn't be betting live, finding out now there's a
possibility it would be nothing. So we're |ooking to

see if we can try to sal vage sonething.
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COW SSI ONER HARRI'S: | can synpathize with the
uni on concerns. Not to hold this up, but getting sone
| egal point as far as if it's in violation of any
interstate trade type issues for California to regul ate
if a hub can only be in California. |If there's, you
know, constitutional issues or |egislation issues on
t hat .

MR. BLAKE: |'msure that that was considered
when AB 471 was drafted and there are substantial issues
with trying to restrict interstate comrerce in this
node. | think the Legislature may have had in m nd that
it's better to regulate sonmething that is going to occur
anyway than to just have it occur out of state and not
be able to regulate it.

MR, LI CCARDO. Well, with the hub being in
California, that doesn't necessarily mean the bet is
going to be placed in California. |f the bet was being
placed in California and the hub being there, then there
is the possibility of being jobs somewhere. | think the
jobs are going to be in the other states that we do our
pl aci ng of our bet. The information is all going to be
at the hub.

CHAl RMAN LANDSBURG. We're all grasping for the
sane informati on which will be forthconming within the

next 30 days and all of us will get a nuch clearer
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61
pi cture of how and what we can do.

MR. LI CCARDO: Usual |y what happens if you | ose
it, it's harder to get it back than if you hold on to it
at the begi nning.

CHAI RVAN LANDSBURG. No one knows that nore
than raci ng because they've lost a lot in the past by
not acting at the right nmonment. We hope to be able to
act at the right nmonment.

Is there any further discussion then on Rule
2072, approval to conduct advance deposit wagering by an
out-of -state applicant?

MS. MORETTI: | nobve to approve.

CHAI RVAN LANDSBURG. We have a notion to
approve.

COW SSI ON BI ANCO:  Second.

CHAI RVAN LANDSBURG. All in favor.

(Ayes.)

CHAl RVAN LANDSBURG:  Opposed?

It's therefore adopted, Rule 2072, approval to
conduct advance deposit wagering by an out-of-state
applicant.

Movi ng on, Rule 2073 of Article 26, operation
of an advance deposit wagering account for all entities,
conmment from staff.

MS. WAGNER: Jacki e Wagner, CHRB staff.
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Rul e 2073 provides the procedures and

conditions for the day-to-day operations of advance
deposit wagering accounts. W did receive a coment
from M. Badovinac. |If he would like to enunerate his
comments at this tinme, he can do that. Staff would
reconmmend that the board, however, adopt the proposal as
present ed.

CHAl RMVAN LANDSBURG. Greg, sane conment or --

MR. BADOVI NAC: You're on Rule 2073.

MS. WAGNER: Correct.

MR. BADOVI NAC: | did not subnmit a comment.

CHAI RMAN LANDSBURG. Okay. Any further comment
fromthe public? Is there a hand up in back? |
couldn't see who it was.

MR, TRAMONTANG: My nane is Tony Tranontano
with the San Jose satellite facility. That's all right.
' mthinking here.

I have two questions actually. Wat would a
nonracing facility, we don't have live racing, where
would we fit into this? How we could affiliate with
somebody who has a license if we didn't want to have a
i cense oursel ves?

And t he second question is, assum ng that we
can affiliate with a |licensee, can we affiliate with

more than one |icensee |ike with an out-of-state hub as
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well as an in-state |licensee to conduct wagering?

CHAI RVAN LANDSBURG. Al l right.

Let

's see.

Whose conment is this? It is nmy understanding of this

particular rule, and | stand to be corrected if anybody

wants to, that advance deposit wagering entities, as

Il ong as they can neet the requirenents of the |icense,

can be fromany part of the industry or any outsider

There is no restriction on who can apply. There is a
set of rules that they would have to neet in order to
apply. But if you are saying, could we apply, | would

say | can see no reason why you coul dn't

unit, but you would have to be able to neet the economc

boundari es, you'd have to be able to neet

apply as a

t he

requi rements of the license in order to go forward.

I don't know if there is any bet

ter

that. |f sonebody has it, please tell ne.

EXECUTI VE DI RECTOR WOOD:  No, |

answer to his question is yes on both cou

thin

nts.

answer to

k the

It's out

there to be negotiated and for agreements to be nade.

So yes and yes.

MR, TRAMONTANG: But it would require a

signi ficant amount of capital to becone a licensee, |

woul d i magi ne.

CHAI RMAN LANDSBURG: It would require a bond of

$500, 000 and a visible ability to fulfill

t he
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requi renments of the licensee.

MR. TRAMONTANG: There's infrastructure, there
are all sorts of things that you have to have in order
to participate.

CHAI RMAN LANDSBURG. That is a business plan
problem It's not a problemof the Iicense regulation
You have to have a business plan for noving forward.
Busi ness plans are done all the tinme within wel
nmeasur ed busi nesses and the field is wide open. [|f you
deci ded that you wanted to run one out of your house, it
m ght still be able to be licensed. There is no

restriction on who can apply for a license. Vo wll

get the licenses is another matter, but that will depend
upon their ability to fulfill the obligations of the
i cense.

MR, TRAMONTANG: | guess ny question is, is it

possible for ne as a free-standing facility to affiliate
with an existing hub or an existing |licensee and becone
part of their systemw thout doing it mnyself?

CHAI RVAN LANDSBURG. Jack?

MR. LI EBAU. Jack Liebau from Santa Anita.

I think the answer to this is out of every
amount that's wagered on an advance deposit wagering
basis, two percent of that ultinmately goes to the

satellites. So every satellite is already participating
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under the law in each bet that's made via an account

wager .

CHAI RVAN LANDSBURG. That begs the question
that | think was being asked. The question being asked
is could they affiliate with X hub.

MR. TRAMONTANG: TBG, for instance.

CHAI RMAN LANDSBURG. And we are an outgrowth of
that and we will take wagering fromthis nachine to
anot her machi ne.

MR. TRAMONTANG: Correct.

MR. LIEBAU: In fact, under the law, the |ast
par agraph of the section -- | think M. Reagan coul d
read it if necessary -- each satellite facility has the
right to take a wager and facilitate it through an
account wagerer and get two percent on that wager, and
the purpose of that was so that an account wagerer that
may have an expanded nenu di d not have an advantage over
any satellite.

CHAI RMAN LANDSBURG. Does that answer your
qguestion?

MR, TRAMONTANG:  Yeah, pretty much.

CHAI RMAN LANDSBURG. Thank you. Further
di scussion or comment of Rule 20737 [I'Il entertain a
noti on to approve it.

COVM SSI ON Bl ANCC: So nove.
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COWM SSI ONER MORETTI @ Second.

CHAI RVAN LANDSBURG. Moved and seconded. All
in favor?

(Ayes.)

CHAI RMAN LANDSBURG.  Opposed?

We're getting toward account wagering. That
shoul d make a | ot of people in this industry breathe
either hard or softly.

Moving on to Article 26, itemE, Rule 2074,
requi rements to establish an advance deposit wagering
account with a California entity.

MS. WAGNER: Jacki e Wagner, CHRB staff.

Rul e 2074 provi des the procedures and
conditions for a California entity to establish an
advance deposit wagering account and it al so specifies
the information that an individual will have to give in
order to establish an account with the entity. Staff
woul d recommend that the board adopt the rule as
present ed.

CHAI RVAN LANDSBURG. |s there discussion of
Rul e 20747

COW SSI ONER MORETTI: 1'Ill nopve to approve it.

CHAI RVAN LANDSBURG. No di scussion. The notion
has been nmade to approve. 1Is there a second?

COW SSI ONER HARRI' S:  Second.
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CHAI RVMAN LANDSBURG. It is seconded. All in
favor?

(Ayes.)

CHAI RMAN LANDSBURG. Opposed?

The notion is carried unaninously to adopt Rule
2074, requirenments to establish an advance deposit
wagering account with a California entity.

Article 26, itemF, Rule 2075, requirenments to
establish an advance deposit wagering account with an
out-of-state hub. |Is there a comment on this particul ar
provi sion? Hearing none, may | have a notion to adopt?

M5. GRANZELLA: So nove.

CHAI RMAN LANDSBURG.  Second?

COWM SSI ONER LI CHT:  Second.

CHAl RMAN LANDSBURG: All in favor of adopting
Rul e 20757

(Ayes.)

CHAl RVAN LANDSBURG:  Opposed?

The rule is adopted, Rule 2075, requirenents to
establish an advance wagering account with an
out - of -state hub.

Moving on to Article 26, item G Rule 2076,
deposits to an advance deposit wagering account with all
entities. Staff?

MS. WAGNER: Jacki e Wagner, CHRB staff.
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Rul e 2076 provides the conditions for account
hol ders to nmake a deposit to their advance deposit
wagering account and provides the conditions for the
entity that accepts the deposit. Staff would recomend
that the board adopt the proposal as presented.

CHAl RMAN LANDSBURG: |Is there any di scussion of
Rul e 2076? May | have a notion then to approve?

COW SSI ONER HARRI'S:  So nove.

COWM SSI ONER GRANZELLA:  Second.

CHAI RMAN LANDSBURG. All in favor?

(Ayes.)

CHAI RVAN LANDSBURG. Opposed?

The Rule 2076 is therefore adopted, deposits to
an advance deposit wagering account with all entities.

Moving on to Article 26, itemH Rule 2077,
pl aci ng an advance deposit wager with all entities.
Staff?

MS. WAGNER: Jacki e Wagner, CHRB staff.

Rul e 2077 provides the conditions for placing
an advance deposit wager. Staff would recomend that
the board adopt the rule as presented.

CHAI RMAN LANDSBURG. |Is there any di scussion
now on rule 2077? |Is there therefore a notion to
approve?

COVWM SSI ONER GRANZELLA: So nove.
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CHAI RMAN LANDSBURG.  Seconded?

COW SSI ONER HARRI'S:  Second.

CHAI RVAN LANDSBURG. All in favor?

(Ayes.)

CHAI RMAN LANDSBURG.  Opposed?

We nove with considerable alacrity to Article
26, Rule 2078 withdrawal s from an advance deposit
wagering account with all entities. Staff.

MS. WAGNER: Jacki e Wagner, CHRB staff.

Rul e 2078 provides the conditions for making
wi t hdrawal s of funds from an advance deposit wagering
account. Staff would recomend that the board adopt the
rul e as presented.

CHAI RMAN LANDSBURG. |Is there any discussion of
Rule 2078 fromthe board or public? |If not, I wll
accept a notion to approve.

COW SSI ONER HARRI'S:  So nove.

CHAI RVAN LANDSBURG.  Seconded?

COWM SSI ONER Bl ANCO:  Second.

CHAI RVAN LANDSBURG. And all in favor?

(Ayes.)

CHAI RVAN LANDSBURG,  Opposed?

Rul e 2078 is therefore adopted, w thdrawals
from an advance deposit wagering account with al

entities.
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Article 26, Rule 2079, credit for w nning
wagers and scratched entries. Staff comment, please.

MS. WAGNER: Jacki e Wagner, CHRB staff.

Rul e 2079 provides the conditions for the
posting of a credit of a wi nning wager and a credit for
a scratched entry. Staff would recomend that the board
adopt the rule as presented.

CHAI RMAN LANDSBURG. |s there discussion of
Rul e 2079? Yes, G eg.

MR. BADOVI NAC: As stated earlier, and ||
make this for the record, | encourage nodification of
this rule to include cancellation of any wager by the
host track in the event that the host track has to
cancel wagering on a particular type of wager or the
rest of a card due to inclenment weather or unsafe racing
conditions, that that area is unclear in this,
especially at the end with out-of-state areas.

MR. REAGAN:. Conmi ssioners, G eg makes an
interesting point. W do have existing on the books
ri ght now 1544, Rule 1544, that discusses how to handl e
cancel l ation of races, cancellation of race cards and so
on and so forth. So we believe that's been covered.

CHAI RMAN LANDSBURG. Tom Bl ake is not for this.

MR, BLAKE: | think so, and if experience

proves that it's confusing or anbi guous, the rule could
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be | ater anended to clarify as M. Badovi nac suggests.

CHAI RMAN LANDSBURG. Thank you. G ven the
information, is there a nmotion to approve Rule 20797

COWM SSI ONER MORETTI:  So nove.

CHAI RVAN LANDSBURG. And second?

COW SSI ONER HARRI S:  Second.

CHAI RVAN LANDSBURG. All in favor of approval ?

(Ayes.)

CHAI RMAN LANDSBURG. Al |l opposed?

Therefore, Rule 2079 is approved, credit for
W nni ng wagers and scratched entries.

Moving on Article 26, Rule 2080, proceeds from
a deceased account holder. Staff conment.

MS. WAGNER: Rul e 28 provides the conditions
for the release of funds when an account holder is
deceased. Staff would recommend that the board adopt
the rule as presented.

CHAI RMAN LANDSBURG. |Is there any discussion of
Rul e 2080? None? |If there is none fromthe board, 1'l]
entertain a notion to approve.

COWM SSI ONER MORETTI:  So nove.

COWM SSI ONER GRANZELLA:  Second.

CHAI RVAN LANDSBURG. Moved and seconded. Al
in favor?

(Ayes.)
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CHAI RVMAN LANDSBURG. Al | opposed?

The rule therefore is adopted unani nously.
Rul e 2080, proceeds from a deceased account holder, is
approved.

Article 26, Rule 2081, market access fee for
wagers placed by a California resident. Jackie?

MS. WAGNER: Jacki e Wagner, CHRB staff.

Rul e 2081 outlines the procedures and
conditions for the market access fees when a California
resi dent places an advance deposit wager. Staff would
recommend that the board adopt the rule as presented.

CHAI RVAN LANDSBURG. Do we have di scussion of
this particular rule?

COW SSI ONER LICHT: | think M. Towne's
comrents are well placed. | think that we don't have to
worry about this coment for quite some tine, but it's
sonmet hing that we can discuss in the future. Under C, |
think we're covered that it is subject to the
designation by the board for the tinme being that should
be good enough.

CHAI RVAN LANDSBURG.  Further di scussion?
Therefore, | will entertain a notion to approve market
access fee for wagers placed by a California resident.

COW SSI ONER LI CHT: So nove.

COWM SSI ONER MORETTI:  Second.
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CHAI RMAN LANDSBURG. All in favor?

(Ayes.)

CHAI RVAN LANDSBURG. Opposed?

Rul e 2081 is approved, narket access fee for
wagers placed by a California resident is unani mously
approved.

Moving on to Rule 2082 of Article 26, interest
beari ng accounts.

MS. WAGNER: Jacki e Wagner, CHRB staff.

Rul e 2082 specifies that the first $250, 000 of
interest earned on a California resident's advance
deposit wagering account be split between the Horsenans
Wl fare Fund and the Backstretch Pension Fund and that
this noney be transferred annually. Staff would
recomend that the board adopt the rule as presented.

CHAI RMAN LANDSBURG. Any di scussi on of 20827

MR. BADOVI NAC. Greg Badovinac. Interesting
that the board is proposing in this rule to take noney
fromthe bettor and tell account wagering entities how
to distribute that noney when earlier today when dealing
with advertising on jockeys the whole issue of
government taking was brought up as, well, it's a great
cause, but I'mnot sure that we can do it.

Wthin AB 471 there is no nention of what to do

with the interest earned on this noney. Nowhere in the

73



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

law cited as the authority for this lawis there
authority for board to require a private organization to
distribute interest earned on the noney.

I am not advocating it be returned to the
bettors. The regulatory costs far exceed the benefits.
However, New Jersey in its proposed advance deposit
wagering is | eaving that decision to the account
wagering entity. It could be part of the negotiated
contract between the California racing associati ons and
the account wagering entities on what to do with that
noney, but for the board to say that that noney is being
taken fromthe public and given to these entities
because of regulation | believe is taking because there
is no legal authority passed by the Legislature, signed
by the Governor. Yes, there may be provisions for
attorneys' trust funds, but | believe that there is |aw
for that. There is no law for this.

| encourage rejection of Rule 2082. The
entities that will receive the noney, they're deserving
of our support, just as the Jockeys Guild is deserving
of our support; but if you're not going to nandate that
the jockeys give the noney to the Disabled Riders Fund,
| think in the same way that you can't force the bettors
to give that noney to the welfare fund and purse.

COW SSI ONER LI CHT: First of all, nobody
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mandat ed that the noney, the jockeys' noney, shouldn't
go to them W just asked themto conme back and nake a
formal presentation. So | don't think that's an
accurate representation of what was said before

Second of all, as you said, it would be
i npossi bl e or al nost inpossible for and unlikely for the
hubs to pass the noney along to the account holder. And
so it was this rule was proposed to benefit the industry
as a whole and to help the industry that's supporting
t he advance deposit wagering with noney that otherw se
woul d funnel probably directly to the providers without
any kind of benefit to the account hol der

MR. BADOVI NAC: That's not necessarily the
case. If the entity that's holding the noney has this
stream of revenue, then the likelihood for increasing
the per bet fee or the account nmintenance fee or other
services to generate a fair return on their investnent
is decreased. Therefore, instead of charging 35 or 40
cents per bet they could probably Iower it to 25 or 30
cents because they're using that nmoney to offset the
cost to the betting public.

EXECUTI VE DI RECTOR WOOD: O they could charge
no fee.

COW SSIONER HARRI'S: | think there is

precedent for this, though, in carrying around vouchers
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that aren't really earning interest for the bettors.

Where does that noney go, the noney that's out there
from vouchers?

MR, REAGAN: From current wagering centers,
that would go to the official database, the CRIPS
dat abase that the board has designated as the database.

COW SSIONER HARRI'S:  So there is a recipient
there that is not the bettor.

MR, REAGAN: No.

MR. BADOVI NAC: Sir, at the sane tinme Holl ywod
has a pick six carryover of $83,000. That $83,000 did
not belong to an individual. Were if | had a thousand
dol l ars on deposit, those funds are allocated to ne.
Each of those dollars that are in the interest bearing
account can be allocated to ne or any of the other
bettors, whereas the $83,000 in the carryover or a
voucher, yes, | have a voucher for it, but whether
M. Harris, you hold that or | hold that, you know, the
racetrack doesn't know that.

EXECUTI VE DI RECTOR WOOD: Are you advocating
that the interest noney on these accounts go to the
account hol der?

MR. BADOVI NAC: No, |'m advocating that it be
up to -- New Jersey has a really good idea within its

proposed regul ations. The internal procedures of the
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licensees shall set forth procedures addressing the

al l ocation of such interest funds include as to their

di sbursenent to the account wagering |licensee for
retention by it or for such use as the account wagering
i censee deemed appropriate.

If the account |icensee wagering deens to nake
a contribution to the welfare fund, that's its choice.

If it wishes to make a distribution to the great efforts
here at U. C. Davis, it has that choice. It can take
that nmoney and benefit horse racing through its

vol untary deci sion, not because of regul atory nandate.

COMWM SSIONER LICHT: It's not their noney to
use. It's ny noney. |If the nmoney is in the account --
| haven't read the New Jersey regulation. | can't
beli eve what you're saying is accurate. M noney is in
a TVG hub. How can TVG take that interest and use it to
make a donation? |It's not their noney to nake to use
the interest on that account.

MR. BADOVI NAC: You are, as New Jersey,
mandating it be put into an interest bearing account.
Now, if you want to mandate that it's not put into an
i nterest bearing account, then this whole issue goes
away. But you have mandated earlier and you' ve al ready
adopted the requirenent that the account wagering entity

put these nonies into an interest bearing account. So
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you' ve mandated that. Now, the question is, where does
that noney go. Right now, according to the regul ations
that you have adopted, that noney belongs to the account
wagering entity.

COWM SSI ONER LI CHT: It does?

EXECUTI VE DI RECTOR WOOD: Not the entity.

COW SSI ONER LI CHT:  No.

MR, BLAKE: No, the |aw doesn't provide that,
but the | aw does preclude the paynment of interest on it
to the bettor.

MR. BADOVI NAC: Which | am not advocati ng.

COW SSIONER LICHT: It doesn't matter whether
you' re advocating it, the law prohibits it.

MR. BADOVI NAC: But it doesn't nmandate that it
go to entities specified by the board. It's unclear
It belongs to the account wagering entity, and why can't
California be like the other states and say that that
decision is a business decision, part of the business
pl an which they have to have to operate and how they use
t hat noney.

COW SSI ONER LI CHT: Sir, you keep quoting
things that are just not accurate at all. There is no
regul ation that |1've ever seen in that's in place that
says that. There is a proposed regulation in New Jersey

whi ch you say which | have not seen. | don't think
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there is one state in the nation that does what you say
that it states, and | would appreciate it if you would
gquote the regulations accurately. |s there a state

where what you say is in effect?

MR. BADOVI NAC: | quoted you New Jersey
pr oposed.

COW SSI ONER LI CHT:  Proposed.

MR. BADOVI NAC. The sanme as you are proposing
here, sir.

COW SSI ONER LI CHT: You just said two m nutes
ago that we do the same thing that other states are
doing with respect to interest on those accounts. Wat
state is doi ng sonething?

MR. BADOVI NAC: You have nmandated it in an
i nterest bearing account.

EXECUTI VE DI RECTOR WOOD:  You need to
understand the regul ati ons you speak of in New Jersey
are not even public proposals. Having the ability to
work with the people in New Jersey, | can tell you that
those are just draft fornms. Those regul ati ons have not
even been proposed, had public hearings or discussions.
So that's not in place. That is only an idea that they
are looking at in their regulatory process.

If you want to answer Conmm ssioner Licht's

guestion, what state has a regulation that requires the
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di stribution of those funds as you advocate?

MR, BADOVI NAC. | do not know of any. It is in
the draft New Jersey regulations as | received fromthe
Attorney Ceneral's office of the State of New Jersey.

CHAI RMAN LANDSBURG. Greg, |I'd like to say that
| appreciate the coments, | appreciate the tine, |
appreciate the care. W are on a course here which can
be held up or not held up. W want conments that
strengthen our proposal, that make the regul ations nore
effective. |If the comment is that we shouldn't be doing

the regul ation or we shouldn't be putting this into our

rules and regs, | think we're -- what you're hearing is
an unwi |l l'i ngness on behalf of this board to take away a
potential source of good and goodwill in order to

satisfy your stance.

I don't disagree with your stance in sone
respects. On the other hand, | find that we are in
somewhat uncharted territory once again, and within
uncharted territory, we have to nmove willfully forward
in order to get these things done.

Very few people will have taken the tinme, care
and energy that you put into it and | personally thank
you for that. | think we have to nove along to where
we're going and just say thank you to all of your

parti ci pants.
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M . Vandekanp, you have a comrent.

MR. VANDEKAMP: M. Towne poi nted out sonething
that | had been | ooking at with respect to this section
| think there is really what anmobunts to a typo here.

CHAI RMAN LANDSBURG. |'m sorry. The section
that we're tal king about now?

MR. VANDEKAMP: Yes, 2082. W're really
tal king about the first $250,000 of interest earned on
California residents', plural, accounts probably shoul d
be the | anguage because there are very few individuals
that are going to get up to $250,000 a year. So | think
that's a gremin that crept in.

I don't think this requires a sending back, but

I think it can be anended to do that. | thank
M. Towne, but | looked at it a couple of tinmes, naybe
that will be construed to nean that, but we better be
careful .

CHAI RVAN LANDSBURG. | think we can make that

appropriate | anguage change.

COW SSI ONER LICHT: diff Goodrich, would you
want to nake a comrent on the benefit of this proposed
I aw?

MR. GOODRICH: Cliff Goodrich, representing the
Cal i fornia Thoroughbred Horsemans Foundati on, and we do

have a selfish interest in this regulation in that we
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woul d be entitled to share in one-half of the proceeds
of whatever interest is generated up to the cap

I would only say, and | think Chairman
Landsburg put it best, this is a goodw Il gesture. The
racing |l aw especially is fraught with nmany things where
nmoni es that one could nmake a case belong to the public
accrue to the benefit of various prograns in the
i ndustry, and | categorize that as goodwill. This is
anot her one.

| appl aud, |ike Comm ssioner Landsburg, Geg's
tenacity, but in the perspective of things, we have a
roonful of people that |I'm sure each and every one of
them where he'd |ike a piece of this noney, they have no
problems with this. W have nillions of people in
California who bet hundreds of mllions of dollars a
year and we have one objection to this particular rule,
and | think that needs to be taken into perspective.

And at the end of the day, and | don't nean
this -- I"'mnot throwing darts at Greg. | appreciate
his time and effort. At the end of the day, if sonmebody
doesn't like the rules or where their noney ends up
they don't have to play the game. They are not forced
to open an account. That's freedom of choice.

This is very inportant to us, but in the big

picture, | think this is very consistent with other
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actions both the | aw and the board have taken through
regul ati ons.

CHAI RMAN LANDSBURG. Having thus said, is there
further coment? Then with the suggested wordi ng change
of M. Vandekanp and M. Towne, | will entertain a
noti on to approve Rule 2082.

COWM SSI ONER MORETTI:  So nove.

COW SSI ONER GRANZELLA:  Second.

CHAI RVAN LANDSBURG. Moved and seconded. Al
in favor?

(Ayes.)

CHAI RVAN LANDSBURG. Opposed?

Therefore the rule is approved, Rule 2082,

i nterest bearing accounts, is approved with the
correction.

Article 26, Rule 2083, advance deposit wagering
prohi bited. Jackie?

MS. WAGNER: Jacki e Wagner, CHRB staff. Rule
2083 prohibits those persons, prohibits specified
persons who are listed in 1969 of the board's rules from
al so wagering on advance deposit wagering while on duty.
Staff would recomrend that the board adopt the rule as
present ed.

CHAI RVMAN LANDSBURG. |Is there discussion of

this particular rule?
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None. | will entertain a notion to approve.

COW SSI ONER MORETTI: | will nake a notion.

CHAI RMAN LANDSBURG. Moti on nmde.

COWM SSI ONER GRANZELLA:  Second.

CHAI RVAN LANDSBURG. Seconded. All in favor?

(Ayes.)

CHAI RMAN LANDSBURG. Opposed? Rule 2083 is
unani mously carried, advance deposit wagering
prohi bi t ed.

Therefore, this board has noved as quickly as

any board will ever nobve to present regulations which
will now nmove forward to the good hands of the Ofice of
Admi ni strative Law. W will have to wait for those

rulings from OAL to conme back. W hope they will be
favorable. W hope they will clear the path, but we do
not attenpt in any way to influence them W hope al so
that they will be expeditious, but they have their ways
and their problens.

I would I'ike to say, however, that in all of
our hard efforts, and M. Licht served on the comittee
t hat hel ped put these rules together, the staff worked
three years to put these rules together and their work
has been yeoman in this. M one caution and ny one
hope, this isn't the salvation of racing. This is

sinply a step along a road that we all have to take.
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Personal Iy, |I'm not speaking for the board, but
speaking for nyself, if greed and busi ness greed begins
to raise its ugly head and distort the process that this
account wagering can help foster, which is to garner new
fans to utilize what we are receiving for this account
wageri ng, new ways and better ways to market our
product, to gather audi ences and i nstead deterni ne that
we' re going to pocket as nuch as we possibly can,
salute this as enterprise, but I also would like to
i ssue a personal warning that greed will not be greeted
with a friendly shake fromthis person, and | hope | can
encourage the board to take severe action when greed
out wei ghs the propriety of business.

Havi ng said that, let us nove on on this agenda
unl ess there is a comment to that.

CHAI RVAN LANDSBURG. We are nobving on to item
ei ght, discussion and action by the board on the report
fromthe SCOTWNC O f-Site Stabling and Vanni ng Fund
Conmi ttee.

MR. VANDEKAMP:  Yes, M. Chairman, John
Vandekanp on behalf the OFf-Site Stabling and Vanning
Committee of SCOTWNC, and this relates to San Luis Rey
Downs.

I know the board wanted an update as to where

we stood with this. W're taking what | guess woul d be
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steps, but not final steps, but to report to you the
action that was taken by that conmittee on Novenber 8th,
it was voted unanimously to extend the paynent of the
four dollar increase in stall rent for the San Luis Rey
Downs horsenen from Decenber 31st 2001, to April 30th,
2002.

The commrittee al so agreed that effective
Decenber 26th, 2001, it would rei nburse four dollars per
day per stall for 435 stalls rather than for the actua
nunber of horses on the ground. So that means that if
they have 350, they will still get the sane anpunt as if
they had 500. We were told, and | think there is good
evi dence, that 435 stalls tines their rate gives them at
| east a break even point.

In addition, we will continue to April 30th,
2002, the 450 starter fee paynent to owners whose horses
are stabled there. What this neans essentially is that
Fairplex's contract ends on April 30th, 2002, and this
will go to April 30th, 2002. No final decisions have
been made by ny board yet as to what shoul d happen
beyond that point.

Laura Rosier is here today and has been very
el oquent, | know, before this board and certainly before
our board and nmakes a case that | think has to be | ooked

at seriously that there should be some equitable
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treatment between both facilities.

We are faced with a conundrum here, and | think
those of you, | know, Conmm ssioner Granzella and, you,
Chai rman Landsburg, were there at a very good neeting we
had at Fairplex or at Santa Anita where Fairplex and San
Luis Rey Downs folks contributed to the neeting and we
really worked our way and tal ked through this issue.

Nearly every day in Southern California we have
over a thousand, probably closer to 1100 enpty stalls
anong the four facilities, and we seemto be paying nore
and nore and nore for off-track stabling; and with fewer
nunber of horses starting, and, you know, there is a
push to try to reduce the ampunt of noney that's going
into this, conpress the nunber of stalls that we're
actually paying for and at the sanme tinme to conme up with
sonme kind of equitable treatnment for both Fairplex and
San Luis Rey.

Qur body is |looking at a whole bunch of options
right now to recommend to the SCOTWNC comittee and the
committee has tal ked through sone of these. | don't

expect that we're going to have a report to you probably

till either |ate January or February. So | would
suggest -- | know that Ms. Rosier is here today and
deserves to be heard -- that we put this on for a

revisit by the board in | think around February.
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COWM SSI ONER LICHT: So you're saying through
April 30th you passed the four dollar supplenent.

MR. VANDEKAMP: Yes, the very thing that we
supported and approved | think in Septenber to the end
of the year has now been extended out.

CHAI RMAN LANDSBURG. If there is no further
coment - -

MS. ROSIER: Laura Rosier, and | brought
anot her chart. Thanks to M. Licht's idea, we changed
the format of our chart this tinme to also show what type
of horses we're running and how we're doing. That was
one of the suggestions that he had and it was a good
gquestion and it helped us also to again reeval uate where
we are and what we're doing.

It's pretty self-explanatory. You can see that
Fai rpl ex and San Luis Rey during the Oak Tree neet,
which is the [ast nmeet we have, each won five races,
this is the total of Fairplex purse noney, this is the
total of San Luis Rey Downs purse noney, this is the
total of in the noney, in the noney, giving us the tota
pri zes of noney that we brought hone to our owners and
Fai rpl ex brought hone to their owners.

Again, | don't like having to be conpared to
Fairpl ex because | don't believe that this is an issue

between Fairplex and San Luis Rey Downs, but because

88



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

this seens to be the nunbers that you're | ooking for
this is what | bring. But | think that all subsidized
facilities should be considered and | think that the
peopl e in charge of the funding should be watchi ng how
the noney is spent and what it's being used for

Is there any questions about that, the chart?

CHAI RVAN LANDSBURG. No, the chart is quite
clear. | would like to say to you that | want to put
your picture in a dictionary under the word persistence.
And | appreciate it. | think that it's a kind of energy
that I wish other parts of racing had for their own
interests and for the interests of the sport in general

I don't think that any of us now, |argely
through the efforts of you and the people who have
supported you in this, that any of us believes that we
want to continue what is inequities. W have a
procedure in front of us that | think is |ogical that
now will be able to bring all the facts and issues to
bear at one nonent in tine which we've never had before;
and if you can be patient, if you can maintain your
persistence, that we will conme in the nonth of February
much cl oser to being able to adjudicate what this board
has to adjudi cate on your behalf as well as the
conmittees both SCOTWNC, or SCOTWNC in this case be

able to have in front of them | ogical proposals that
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90
will allow for the survival and flourishing of off-site

st abl i ng.

| can't predict what will happen, but | can
only say that your patience would be appreciated at this
nonent in time. W are in the process of considering a
nunmber of rather weighty issues, and we have heard this
i ssue before. |I'mnot putting you down for being here.
| applaud you for it.

MS. ROSI ER:  Thank you.

COWM SSI ONER LICHT: Are you confortable with
extending the way it's done nowtill April and doing it
in February?

MS. ROSIER: Not really. |If we don't request
the additional funding, and | kind of was under the
i npression that SCOTW NC was going to cone up here and
ask for additional funding for next year and this needed
to be done at this neeting.

COMW SSIONER LICHT: | think that is --

MR. REAGAN: The next item

MS. ROSIER: Ckay. Maybe I'll see it in then.
This is what we received at the neeting that | recal
Ms. Granzella and M. Landsburg and M. Roy M nam were
at. When we received this at the moment that we were
there, Sinpkin and Wn Baker and I, we thought that they

were seriously considering taking up our cause on
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equality, and it shows right here how that can be done.
They have already thought it through, but it doesn't
ook like it's that conplicated of a procedure to ask
for .82 percent rather than, | think right nowit's at
.65. | may be wong, and |I'm sure they know exactly
what that amount is right now, but from ny
understanding, if we didn't get this rate at this
neeting, there is a good chance that this night go for
anot her year. And the problemwi th the horsenen at San
Luis Rey Downs, owners and trainers alike, that this
seens to drag through year and year and after year and
nobody considers what a stress and strain it is on our
horsenmen. And if we wait now till February and possibly
we hear that all funding for Fairplex and San Luis Rey
and whatever is going to stop, that only gives us two
nonths to sell our hones and | eave the state or whatever
we choose to do.

If you say that's the way it is, that's the way
it is. But I"'mjust saying it is really a stressfu
situation on the horsenen everywhere not knowi ng what's
goi ng to happen next, and we hear runors that it's al
going to be cut off or runors that we really do have an
i ssue of equality here and that it's going to be
rectified, but each nonth thousands of dollars are

com ng out of individual trainers' pockets to fund their
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92
stabling while their fell ow conpetitors are not having

to pay anything, and that's why it's hard to be patient
and to go back and face the fury when they say why don't
you do this, why don't you say that, don't they
understand. It's just hard to go back without a
definitive answer.

| asked M. Vandekanp when we tal ked on the
phone and he told nme what the proposal would be if we
had any i dea what woul d happen on April 30th because
that may give ne a chance to hold down the fort. | nean
there is a |ot of people that are just busting at the
seams. We want to contact the media, we want to contact
our local representatives, you know, and we do have very
much support from our county and our |ocal residents.
And we just keep saying hold on. W can do this without
causing conflict. W don't want to make a ruckus.

We want things -- like the Racing Form that
was kind of a controversial article that came out this
norni ng, and we don't want to get into that. But there
are sone people that when I go honme |I'mgoing to have to
step back and they're going to do what they want to do
because who am | to stop them

CHAI RVMAN LANDSBURG. We live in a wonderfu
society that purports to be totally free, and if they

chose to do that, | would say they have every right to
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do that if their angers and enotions are such. |f
they're realistic, it will do very little good and may
stir a hornets' nest, and | would warn themthat
stirring a nest of hornets now when you are so
relatively close to having the proposition you began
with to becone acceptable to a great many people within
this industry, that a wanton act at this nonent in tine,
meani ng an act that is counterproductive, mght injure

t he cause nore than hel ping.

We understand, | believe -- | do not believe we
can do anything at this juncture because of the status
of who does run this venture. The SCOTW NC fund is not
totally under our control in any way, shape or form
However, we've heard your plea, we respect it and this
board, at least | will hope that the board will take
every step to see that sonething is done that hel ps and
supports racing in California, which is our venue.

It is not our -- individually | believe you do
help racing in California, but |I think that we have to
nove on knowi ng that by February we should be very cl ose
to resolution for you, and that resolution is ained
toward what will happen on the 30th of April, giving
you, |I'mafraid, only two nonths to nmake a
determi nation, but | think the determ nation is nore

likely to be positive than negative.
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COWM SSIONER LICHT: This is a very effective
pi ece that you added, at |least as far as |'m concerned.

MS. ROSIER: Credit's due. ©h, one nore thing,
| don't want to get in trouble for not telling M. Licht
this, but M. Capestral that spoke at our neeting wanted
to let you know that his filly won that day and she cane
back and won another one right in a row. So he says to
be sure and al so to apol ogi ze that the gentlenen aren't
here today because they thought we were supposed to be
in Cypress and at the last mnute | was the only one

that was able to cone.

Also, | wasn't sure if any of you noticed that
we won the Cal Cup juvenile fillies with Lady George.
So | just want to make sure we get those credits in, and

I mght come up after SCOTWNC tal ks to you again.
Thank you.

CHAI RMAN LANDSBURG. Thank you. | don't know
how long this is going to take, the discussion of the
SCOTW NC, and we've been here without a break. | notice
a nunber of people | ooking restlessly at the door sinply
to get a break. W also have to set up at the sanme tine
a presentation for the equine postnortem program So
suggest now we take a 10 m nute break and conme back
finish the Southern California. For all of your

know edge, item 10 has been withdrawn from the agenda.
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(Recess taken.)

CHAI RMAN LANDSBURG: As we reconvene, | adies
and gentlemen, we are now noving on to itemnine on the
agenda, a discussion and action by the board on the
request of the Southern California Of-Track Wageri ng,

I ncorporated, to adjust off-site stabling and vanni ng
t akeout percentage.

MR. REAGAN:. Conmi ssioners, this is a situation
where the SCOTW NC St abling and Vanni ng Fund whi ch has
been in existence over a decade makes an annual
adj ustnment to nmake sure that the revenues and expenses
are within the legal limt for the 10 percent reserve
base. Based on what we heard on the prior item and
ot her things, SCOTWNC is asking to increase from.60 to
. 74.

This seens to be a reasonabl e request based on
the new expenses they night have as well as sone
adjustnents to the handle for account wagering, and
staff recomrends you approve this request.

CHAI RVAN LANDSBURG. Thank you. |s there any
di scussi on now of this particular itenf

COW SSI ONER HARRI'S:  Just to clarify, so
SCOTW NC woul d not receive any funds from the account
wagering. So that could be a hit for them

MR, REAGAN: Exactly.
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CHAI RVAN LANDSBURG.  Further discussion?

Since there is no further discussion, | would
like to make one conment and then go for approval just
to say to those of you who haven't seen the itemor the
i nformati on, Al Karwacki, our long time and very val ued
head of SCOTWNC is retiring soon for the golden fields
of old age. W applaud your efforts in the past and
wi sh you the best when your retirenment becones effective
and, Al, thank you for all the good work

(Appl ause.)

CHAI RVAN LANDSBURG. And now nmay | hear a
notion to approve itemnine, the requested Southern
California off-track wagering to adjust the off-site
stabling and vanni ng takeout percentage.

COW SSI ONER GRANZELLA: So nove.

CHAl RVAN LANDSBURG. Moved. Second?

COW SSI ON BI ANCO:  Second.

CHAI RMAN LANDSBURG. All in favor?

(Ayes.)

CHAI RMAN LANDSBURG:  Opposed?

It is unanimusly carried. The requested
Sout hern California off-track wagering to adjust
of f-track stabling and vanni ng takeout percentage.

Movi ng on now item 10 has been withdrawn from

today's agenda. |Item 11, University of California at
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Davi s School of Veterinary Medicine who has our tota
admiration for their efforts. W would |like to see
their presentation on the equine postnortem program

Al ex, would you identify yourself for the
record?

DR. ARDANS: Thank you, Commi ssioner. |'m
director of the California Aninmal Food & Health Safety
Laboratory here on the UCD canpus. First again | would
like to just extend our wel come and add to what Dean
OGsborne already said to you. W very much appreciate
the opportunity to host you in this facility and we hope
that we'll have the opportunity again in the future.

This | aboratory is a very special place for us.
Not only does it allow the newest in technol ogy and
approach for the horse chem stry or drug program here in
California, but it is a nenory to the |ate Senator
Maddy. He was very much involved in this program
probably nore so than a | ot of you appreciate, because
during the construction, | think he was here at |east
three tines. He was following the way this building was
comi ng together. It was his program

And | had a very special treat after the
dedi cation in Novenber of 1999. His nother was ill at
that time and she couldn't attend the dedication, and he

cal |l ed about two weeks | ater and asked if he could bring
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his nmother over. And that was a very special occasion
for me to see the senator take his nother through this
facility. W didn't have to explain anything. He told
hi s nother exactly what was going to go on in each of
the rooms. That again was very special. That's one of
the reasons that this building is so special to a | ot of
us here.

We appreciate the opportunity to present a bit
of our efforts on the postnortem program | will
apol ogi ze here in advance because we do not have a
report here today. We had it ready and yesterday we
| ooked at it and there was a couple glitches init. W
have redone a couple charts and we'll get it in the nail
to you in a tinely manner.

I thought | might go through, though, because
there are a nunber of new conmm ssioners on the program
who may not know the genesis, the background of this
program

This program started back in 1990, and it was
at the board's encouragenent that we take a | ook at what
was going on in the California racing environnment. So
with just a fewslides I'd like to review the program
and try and explain to you who we are. |'m sure sone of
you think it's strange that the horse postnortem program

is in an aninmal health and food safety |aboratory
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system

I'"d like just go through and talk very briefly
about who we are. W are a |laboratory systemthat is
conprised of five |aboratories throughout the State of
California. Now, primarily the horses are examined in
the Davis | aboratory fromthe northern part of the
state. The horses that are in the southern part of the
state go to our San Bernardino | aboratory.

Now, this is who we are as a | aboratory system
We have many m ssions, and primarily the main reason
that state governnent supports a |aboratory like ours is
for the disease control, the surveillance mechani smthat
we offer the state for those catastrophic di seases such
as foot and nmouth di sease, render pest, African horse
si ckness, those catastrophic diseases that we don't
have.

As depicted here, we also are a significant
factor in the state surveillance for mad cow, or the
bovi ne spongi f orm encephal opat hy.

We provide services to our production
i ndustries, we have a strong commtnent to food safety.
We are the State of California's official mlk
| aboratory as far as regulation of mlk products in the
state.

We have a public health interest, and sone of
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you may have seen recently there was an anthrax out break
in the State of California here or in Santa Clara
County. This |aboratory was the | aboratory where the

di agnosi s was made.

We obviously have a comm tnment to the horse
i ndustry, and we have a strong commtnent to devel opi ng
new entities and describing these entities. This
happens to be an aborted calf fetus here, and |'ve
i sol ated a new parasite here which we've al so seen
i nterestingly enough, on the odd occasion can and does
af fect horses and affects horses in their centra
nervous systeminfecting the spinal cord. W know in
California nowthis parasite that is referred to as
ni aspore is one of the significant causes of abortion in
our dairy cow.

Just showi ng you how we're funded, our npney
conmes primarily fromthe Departnent of Food and
Agriculture. W receive no noney out of the University
of California's budget. Qur noney conmes in on a
one-tinme basis fromthe Departnent of Food and
Agriculture, and that's how we are organi zed.

Now, back to the postnortem program The
postnortem program as | said, started in 1990, and the
board canme to us because they were concerned about the

nunber of catastrophic injuries that were occurring on
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the racetrack, and they posed three questions to us at
that time. First, what's causing these injuries;
secondly, what is the reason behind these injuries; and,
t hen, what can be done about it.

Now, the way the program functions is the board
provi des for the postnortem exam nations, and that's
done on any horse that dies or is euthanized on a
California racetrack or a facility under the control of
CHRB. The racing associations pay for the
transportation of the animal to our |aboratory and then
there is a charge nade, as | nentioned, which CHRB
funds.

Now, just going through sonme of our results,
this is the chart on the injuries that have occurred in
this past calendar year. So this is for the cal endar
year of 2000. And you can see that there were 262
animal s that we exami ned during this period and you can
see the nature of the causes here.

Just very briefly, nonexercise neans those
horses that had a severe di sease, a respiratory or
pneunoni a or a gastrointestinal disease or sone of the
odd things like that. Usually we see that the racing
and training injuries are pretty simlar in nunbers.
The thing that we would really like to have, though, is

we'd like really to know the population at risk here so
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that we could see over a period of years is this program
maki ng a difference.

We have the numerator, but we don't have a
denom nator. W don't know how many horses really are
at risk in this population. W'Il talk about this a
little nore here

When we | ook at the age of the horses here and
then | ook at the type of injuries or reasons for their
deat h, and you can see in the two-year-olds, it's pretty
wel | even between the nonexercise, the racing and
training, and we think a lot of this is because this is
when a | ot of youngsters are going to the track for the
first tine. There's nore respiratory disease in the
younger horse when they first hit the track, and you can
see that nunber tapers off as the horse gets ol der; but
then you can see in the three- and the four-year-old the
injuries are pretty well spread between or pretty evenly
di stri buted between racing and training.

Then if you | ook by breed, | think we don't
have to go through all of this, but if you just conpare
the quarter horse, for exanple, nost of their injuries
occur during racing. There's very few of the
catastrophic injuries occur during training, whereas
with the thoroughbred it's pretty nmuch even between

racing and training. This material and other nateria
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will be in the report that you will get.

Then when we |l ook at it by age and by breed,
agai n you can see sone of the simlar distributions as
we tal ked about before.

Then when we | ook at the parts of the body that
are involved, it's predom nantly the muscul oskel et al
those injuries involving bones and the | oconotor portion
of the animal's body, and then the other injuries or
reasons for death are spread out here and distributed
i ke as depicted here. About five percent of the deaths
were due to a respiratory condition, about five percent
due to sonething of an intestinal nature and then you
can see the other renmining causes.

We put this up just to show you just very
qui ckly where the injuries are occurring in the animal's
body. You can see that the major of the injuries occur
in the forelinbs as is to be expected. And you see
again the injuries in the sesanpids or to the sesanoids
are the predom nant injury that we see, a nunber in the
cannon bone here and then you can see the distribution
in the other bone.

Then you see the rear |inbs not near the nunber
of injuries as in the front linbs, but if you just pay
attention to the structure of this pelvis, kind of

orient yourself and I will show you a couple slides here
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in just a noment here.

One of the early things that was seen, and this
is the hunmerus, and this would be our bone here from our
shoul der to our elbow. We were seeing a nunber of these
type fractures. It alnost |ooked |ike sonething was
torquing this bone and you woul d see these spira
fractures.

Dr. Stover here canme over and she is not only
an anatom st, but she is a board certified surgeon, and
she wanted to | ook at these type of injuries to see if
there were nethods by which you could fix these type of
bones. So she took some of these humeri back to her
| aboratory, and you can see what they found very early
in this study.

Here's this white fluffy material around the
top of the fracture site, and when you look at this as a
cl oseup, here's this white fluffy material that we refer
to as a callus. What this is, this is the bone's
attenpt to heal a fracture. It essentially builds a
bridge, but here's a fracture right here. Here was a
stress fracture, a preexisting stress fracture that
hadn't conpletely healed and there was a weakness in
that bone, and with repetitive stress, then the bone
finally was fatigued and you end up with the

catastrophic fracture |ike that.
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Now, the significance of something like this is
that you cannot see that with the regular x-ray.

Addi tional technology had to be enployed, and that's
where the bone scanner has cone in, or nuclear
centigraphy. Now, Santa Anita has that on the
racetrack. | think it's probably the only racetrack in
the country that has nucl ear centigraphy or bone
scanni ng avail abl e.

The industry responded very quickly. Wthin
the first 16 nonths after this program began, Santa
Anita, through the Southern California Equine
Foundation, had this scanner on the racetrack, and you
can see just a nunber of the scans that they use, as
here where you see these light spots, that nmeans that's
an area of a stress fracture.

It was interesting to see how nmany horses were
scanned in the early days and how many of these horses
had stress fractures. Dr. Stover through her work has
seen that probably at |east 30 percent of all the horses
that suffer fatal catastrophic injuries have a
preexi sting stress fracture.

Now, that wasn't necessarily just confined to
the hunerus. That's the first one that Dr. Stover and
her group started working on, but we had a pathol ogi st

in our |aboratory in San Bernardino. There was a horse
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that had worked at Del Mar on a Friday and they found
the horse on Saturday norning was down in its stall with
a fractured pelvis, sent it into the San Bernardi no

| abor at ory.

Qur pathol ogi st exam ned that pelvis very
closely, and you can see that there are six fractures in
that pelvis as you go around, but if you | ook at those
then closely, here in one of the fracture sites you can
see it very clearly, here was a preexisting stress
fracture and here was the bone trying to heal itself by
putting this bridge across the fracture site. There
were those stress fractures in every one of the six
fracture sites in that pelvis.

But fromthat, Dr. Stover and her group had
desi gned sone new angles that they can use in the
scanni ng tube to see these pelvic stress fractures.

Now, we don't just -- we |look at the entire
animal, and sonmetines we'll see horses that go down for
no reason. W have a category that we refer to as the
sudden death, and we always | ook at the heart in those
horses. And | would draw your attention here to these
vessel s here on the surface of the heart. These are the
coronary arteries, and these are the arteries that in
humans t hey get plugged, and when an individual has

bypass surgery, these are the arteries that they are
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going to put the graft in to go around the bl ockage.

Now, if you take and nake a cut right straight
across one of those arteries there, this is what it
| ooks like. It essentially it |ooks |like a pipe.

You' ve got this nmuscle in the wall of the vessel, but
you can see it has a nice, clean area for the blood to
fl ow through.

Now, there was a horse that worked that we
presented very early in our program had worked on
Christmas Day down south and canme off the track and
collapsed. And this is this individual's coronary
arteries. This is the only -- this is where we had that
| arge area here. This is the only area that there was
avail able for blood to be flow ng through that coronary
artery. It's amazing that horse was doing as well as he
was for as |long as he had.

You can see this is where the bl ood ought to
have this whole area to be flowi ng through, but that's
all filled in with scar tissue.

Now, here's another one. Here's the surface of
the heart, if you can imagine it, we've made a cut down
through the nuscle. And here's one of these arteries.
Here's a plug, and that's exactly what happens in
humans. When individual s have heart attacks, they'l

get a plug in their artery just like this, and this is
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what the heart nuscle |ooks like in an individual that
suffers a heart attack. You see this diffuse henorrhage
or the blood out in the nuscle |ike that.

Now, there will be occasions where we don't see
anything grossly like this, and then you have to go to
the m croscope. There was a horse that went down at
Gol den Gate. There was a |ot of chatter went on about
that horse, that the horse had been drugged and al
ki nds of stuff, but when they opened the heart and got
down to the m croscope, and | know this probably won't
nmean a |lot, but what the heart nuscle ought to look Iike
is nmore like this area down here, nore pink, but you can
see there is a lot of cells in this area.

Thi s horse had evidence of a previous infection
that had involved its heart. W talk about the
el ectrical systemof the heart, and this is the area
where the inmpulse conmes into the heart to keep it
beating, and we talk about -- | refer to it sonewhat as
a junction box, and then the wires spread out fromthere
to regulate the beating of the heart. WIlIl, you have
this inflammtion around this junction box and
essentially the heart shorts out.

Now, this is a lesion that is seen or a change
that is seen in the mlitary recruits that are taken on

some of these forced marches after they have gone
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t hrough influenza and things |ike that and they |ose
some of these young mlitary recruits. This is just
like the lesion that we see in these horses. And we've
seen this in babies also. There have been sone younger
horses that have gone through respiratory conditions.
There was one that we knew of that was turned out, the
horse, the youngster ran out, ran around the paddock and
dropped dead. The horse had this exact sane | esion.

So that is a bit of an overview of what we do
and how t he postnortem program operates. We're very
fortunate that we have committed individuals in our
school that we can take the material or they can take
the material comi ng out of this program and do the
extensi ve research. There has been sone el egant work
t hat has been done through Dr. Stover and her graduate
students, and I'll turn it over to Sue now.

DR. STOVER: Thank you. M nane is Susan
Stover. I'mfromthe teaching School of Veterinary
Medi cine and |I'm al so associated with Veterinary
Ot hopedi ¢ Research Laboratory.

| think it's always hel pful, for ne anyway, to
rem nd ourselves that the postnortem program the
foundation of it, certainly the California Horse Racing
Board's postnortem program but that we're very

fortunate in the State of California to have a nunber of
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conponents within the School of Veterinary Medicine that
can allow to us take advantage of these and take these
findings possibly a little further than they otherw se
coul d possibly be taken.

Through this program we've in general first
| earned what the causes of death were in the racehorses.
In general, we have approxinmately, as Dr. Ardans
menti oned, over 80 percent of the deaths result from
nmuscul oskel etal injuries. W can break those out by
| eg, but when we | ooked at the initial findings we found
a much higher rate in the hunerus. So, as nentioned,
this was the first bone that we | ooked at, actually for
a variety of reasons.

The significance of finding this callus around
this fracture in the bone really was great. It told us
that these injuries were not the result of a sudden bad
step on the racetrack, but were the result of an
accurul ati on of factors over the previous several nonths
t hat now give us an opportunity, if we can better
understand the problem we can design strategies to
i ntervene and prevent these injuries. So this was
actually a huge landmark for us.

As Dr. Ardans al ready nmentioned, we al so
| ear ned about these specific injuries and that we do not

find these detected by radi ographing that's used by
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technicians in practice. Wth the in-station bone unit
at San Anita, we could pick these up so they could be
appropriately treated.

I think this is just one exanple of a discovery
of the postnortem program allowed us to |ook at these
cl oser, develop further know edge and, with that
know edge, enhance our abilities so the horses could be
appropriately treated and not end up in a postnortem
program

A second exampl e of that, and we coul d show
nore, the pelvic stress fractures first discovered on
the postnortem as part of the cause of death in these
horses and through better understandi ng where they
occur, we redesigned bone scan techniques so the area
woul d not be superinposed on other hot spots, we could
in fact detect and not mss them and we also find with
routine ultrasound, which is available to nany
practitioners, they could be picked up w thout expensive
di agnosti c techni ques.

We continue to | ook at many bones throughout
the body and in general over 95 percent of fractures of
what we call |arge bones, |long bones are associated with
t hese preexisting stress fractures, including not only
fractures of the forelinb, the hind linb, but also the

spi ne; and so, consequently, we know that over 30
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percent of our deaths are related to this process which

is related to repetitive overuse injuries.

Now, the processes we were able to exanine the
bones with both histology and m crospectroscope stress
fractures in people. This is an exanple of scanning
el ectric mcrograph of a fracture of a hunerus. If you
can liken this to a tree trunk on the right-hand side
with a linmb extending out to the left, inmagine soneone
junmping up down on a tree linb that's going to buckle on
the bottom side and split on the top

The exact sane process is happening with the
accurul ati on of stress, we get a lot a stiffness, |oss
of strength and eventually it fails under normal | oading
conditions, just like the axle on our cars mght. But
with living animals, another thing that affects whether
these go on to repair or fracture is a process itself
whi ch happens to be the healing process.

Bones, any tine any of us when we wal k down the
hal | way, race in a marathon or a horse on the racetrack
those cracks traumati ze regi ons of bone. CQur body
attenpts to repair by first renoving the bone, which we
can get instances of osteoporosis just |ike osteoporosis
in elderly individuals. This creates just like
perforations on a postage stanp, a very predictable and

very easy way to fracture the bone |ike we can the



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

stanp. So we |earned a | ot about the process.

We can then recogni ze that whether or not these
bones go on to heal. |If we see a huneral stress
fracture radi ographically showi ng evidence of healing or
to complete fracture like some of our racehorses
unfortunately sustain, but that's really a tight bal ance
between the rate of accommbdati on of damage and how f ast
the body can repair it.

So next we thought, well, we've | ooked at the
maj or | ong bones in the body, but does this process
affect other fractures and in particular in this
i nstance relative to joints, instead of just |ong bones
itself, joints.

We first |ooked at carpal chip fractures and
knee or knee chips as they' re commonly called and we
found that the sane process is occurring. |If we |ook at
this histologic section on the lower right, you see an
area that's nore lucent than the surroundi ng bone
tissue. That's an area of osteoporosis associated with
fracture, and the other knee actually ended up with a
chip fracture, something that commonly affects our
racehorses, but not commnly a cause of death.

We | ook at lateral condylar fractures, which
are fractures of the cannon bone that go into fetl ock

joint. This is an exanple of a radi ographing of a horse
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with a lateral condylar fracture. W have actually a
speci men fromthe postnortem program where we take these
back so we can visualize. W see the sanme sort of

preexi sting process when | ooking at scanning el ectronic
m croscopy. This looks like a huge pattern. W' ve got
a focal area of osteoporosis just |ike those stress
risers that are intentionally put in bags |ike peanuts.
Weakness. So, yes, in fact, this process we studied the
| ong bones with preexisting stress fractures is
affecting your fractures in joints as well.

So our next is, does this process result also
in arthritis in joints in racehorses so conmonly. So
one of the things that we quite recently | ooked at was
traumati c osteochondrosis in the fetlock joint which
occurs in all fetlocks, not just the fore or the behind.
We see, if we can look at the fracture on the left, that
fragnment is mssing, which is where we saw t hat
osteoporosis is in this sane location as the lesion in
the cartilage that covers the joint surfaces in the
joint.

We exani ned those surfaces in a |arge nunber of
horses that unfortunately ended up in the postnortem
program and we can see these underlying changes devel op
and preexi st which leads to collapse of cartilage within

the joint and arthritis that progresses to, in general
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nore severe arthritis and not in general reversible.

So, now, the things that we noved fromare the
| ong bone fracture associated with preexisting stress
fractures, but we've been able to extend that to
fractures that go into joints and al so conditions within
joints that lead to arthritis and reduced performance in
racehor ses.

So if we actually add all this up and | ook in
our original chart, assum ng that 70 percent of the
fractures are in the forelinb, we're well over
accounting for a process that accounts for 50 percent of
the injuries in our horses.

In concert with this, this information that we
| earned fromthe program gives us insight in questions
we shoul d ask at the racetrack, and we subsequently went
to the racetrack and foll owed sone |ive horses for three
nont hs and we found that a huge percentage of horses are
actually being |l ost to racing because of m | der
muscul oskel etal injuries that we think are just a |ess
severe mani festation of the process we've seen in the
postnortem program | f you can inmagine |osing 19
percent of your clients every three nonths, you'l
probably think your business wasn't very healthy.

So what we then do figure out, well, if we can

understand the process and we know it can either go to
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heal i ng and continued racing and training of healthy
horse or a fracture and potentially sone healing but
potentially death, we |ook at the factors that can be
controlled. And those factors are the rate we can't
actually control as well the rate of repair, which is
somewhat fixed, but we can affect the accumul ati on of
damage and the anount that accunulates is directly
related to the distance that the horse runs in a period
of tinme, and the higher speeds, the nore danage.

So this led us to |l ook at racing records of
horses, and here we have two plotted throughout their
career fromwhen they started through the same tine that
one of the horses unfortunately had a catastrophic
injury; and throughout that career we add up the
di stance that they're perform ng at high speed exercise.
We can al so see the slope. You see through these |ines
the rate of accunul ation of high speed distances is
hi gher for horses who have a catastrophic injury than
those are don't, neaning if we can nodul ate the
training, which is easier said than done, we can have an
effect on controlling rate of injury.

In fact, if you |l ook through the tine that a
horse was injured and conpare its previous six nonths of
activity, we find horses in the red which had a

catastrophic injury had this nmuch nore distance at high
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speed exercise than those who continue to train

uni nj ur ed.

Now, another thing that we found when we | ooked
at these records is really, to nme at |east, an alarning
rate of layups. W already know that 19 to 20 percent
can be lost in a three-nonth period just frommnld
injuries. |If we |ook at these racing records, we find
for us these horses race consistently for a while, they
start to accunul ate high speed exercise and |ayup. Not
only is the cost horses dying, but the cost of the
ability to performat the racetrack

In addition, we were concerned, as with
astronauts going into space, we're concerned about bone
loss. If you don't use it, you lose it. Those horses
are all the sudden laid up, inactive, they conme back to
training, are they at increased risk for injury.

In fact, we did find that for sone fractures,
not all. We have huge -- these nunbers are our relative
ri sks, there's a huge increase in risk of horses com ng
back into training for having a conpl ete huneral
fracture or worse for horses who sustained a humera
fracture having recently cone back into training. Not
only do we end up getting horses with a mld injury and
once they have a mld injury and forced to lay up, then

they have additional risk when they cone back to work.
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Anot her factor that alters the ampunt of damage
that occurs, and our schematic here is |inb geonetry,
this one exanple here, these are nechanical testing
systenms. In a horse normally standing, the fetlock is
inthis attitude. 1In a horse that's racing with a
racing force on the linb, this is the attitude of the
fetlock; and there are |liganents and bones on the back
of this that help sustain and prevent injury. Those are
the liganents that are nost commonly injured in our
program We call it the suspensor apparatus, consisting
of liganents that approximate with the sesanoid bone and
addi tional distal |iganents.

This is one of the reasons that we got into
| ooki ng at mechanics of the hoof relative to hoof
conformati on because schematically the fetlock is just a
| ever. The weight of the body is com ng down to the
fetlock joint right here. The tendons have to
counteract that, and the amount of force that the
tendons have to sustain is relative to the Iength of the
lever armto the hoof. So that if we have hooves that
are long toes, underrun heels or if we have horseshoes
with alliances that change the angle of the hoof, we can
mar kedl y change the anount of |oad that these structures
sustain, and the fetl ocks can break and may be becone

i njured.
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This is part of the inpetus for |ooking at toe
grabs on the front of the horseshoes, and ot her
hor seshoe characteristics are not focused on as nuch,
such as a rimaround the entire board of the shoe as
well as the toe grab just on the front.

One particular study of postnortem horses, this
is a study of dead racehorses only, not of live
racehorses, and increased risk with a toe grab with any
catastrophi c muscul oskeletal injury, if we |ook at
specifically supporting structure of the fetlock joint
suspensor apparatus with a regular toe grab, we markedly
i ncrease, at least in that study, the odds for having
that particular injury.

It's inportant to al so recognize that there are
sone horseshoe characteristics that may decrease the
risk for fatal injury, particularly the rins that showed
previ ously on that slide.

We're currently, as a followup to that we were
interested in |looking at live racehorses to find out at
| east hel p ensure ourselves that these things were
hol ding at the racetrack and in particular to find out
whet her having a mild injury did in fact progress to a
nore severe injury.

In this particular study, we found that appears

to be true. Horses with a m|d suspensor apparatus
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injury that continue to race and train do in fact fal
out, so that after three nonths, only 60 percent of
those horses renmain in training; whereas horses that
don't have that injury, 90 percent are still in
training. So if we pay attention to nodulary injuries
intraining, we may see fewer horses in the postnortem
program |'msure we'd all be happy to see that

Additional information fromthe study but not
statistically significant, partly potentially for a
nunber of reasons, but it tended to support the fact
that toe grabs increase risk as does higher intensity
traini ng.

Currently, we're continuing to use both
i nformati on and speci nens from the postnortem program
And al so because of the interesting findings in the
first study relative to horseshoe characterization and
toe grabs, a need to study themin nore death. So we're
following that up with a toe grab study.

I would |ike to enphasize that this postnortem
program certainly w thout question is the best in the
country, w thout question was the first and sem nal
program Through it we've di scovered nany new
di sorders. W' ve certainly enhanced our know edge about
the disorders so we can begin to intervene and design

prevention strategies, and it continues to be a
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mechani sm where we continue to survey a surveillance
mechani sm for nonitoring injury and di sease out breaks.

So its continued existence is absolutely
critical. W have many, many nore things to |look into
in the program but it's particular critical for
surveillance of what's going on, discovery of stil
addi ti onal disorders and accunul ati on of new know edge
to help us further our prevention and treatnent of
di sorders.

I would like to give a plug indicating | don't
think we can afford to stand on our laurels. W have
many, | shouldn't say many, but several states across
the country who are followi ng up on your |ead and
establishing postnortem prograns at |east to sone
degree, but one of the things that we'll never be able
to tell you is whether or not the nunber of injuries is
reduci ng, and the reason we can't tell you that is we
don't know information in our underlying popul ation. W
don't know whet her those 262 deaths were out of 7,000
horses, whether they were out of 12,000 horses, so we
can never find out whether the rate is going to be | ower
or smaller. So we can tell you what's happeni ng, we can
tell you what we see, but we cannot nonitor progress.

Anot her reason to gain information on the

popul ation is to nonitor horse novenent, particularly as
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it's associated with di sease transm ssion. Perhaps one
of the nost critical things currently would be the
novenent of West Nile virus. Think of how we could

noni tor the nmovenent of horses on racetracks and
actually see where the disease was noving from one spot
to another and allow us to actually prevent disease
transm ssion on a popul ation basis. The power that this
sort of thing can give us in addition to what we have at
the postnortem program would really be phenonenal. So,
food for thought.

I would Iike to acknowl edge those associ ations
and foundations that have funded the research that has
spawned of f of the postnortem program and those are
listed here. Thank you very much for your attention

(Appl ause.)

CHAI RVAN LANDSBURG. Thank you very, very mnuch.
I could go on listening to this for a nuch |onger tine
knowi ng that ny horses and knowi ng why i s an inportant
part of what education should be about. | thank you for
this and anyone el se within earshot that has worked with
and had horses or vets.

DR. ARDANS: Thank you. 1'd just like to
extend an invitation when the board goes into executive
session, if there is anyone in the audience that would

like a tour of the facility, please |et us know and

122



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

123
we' || be happy to extend that.

Fol l owi ng the executive session will be a |ight
lunch if anybody would like to join us.

CHAI RMAN LANDSBURG. Thank you for both, and
woul d recommend that tour. |It's eye opening and
stunning to those, at least to me who has never been
here before. Thank you agai n.

Can we nove on now with our -- in light of sone
of the information that just came across on the
presentation, we should nove to item 12 in our agenda,
which is a report and update on the toe grab study
conducted by the University of California Davis Center
for Equi ne Health. John? Your report -- |'msorry.

DR. STOVER: Susan Stover from University of
California at Davis. Sorry. | blanked out there for a
moment .

Because of the findings of the earlier study
relative to toe grabs and apparent increased risk for
fatal muscul oskeletal injury as well suspensor apparatus
failure, we felt the need as well as the industry to
gather nore information.

The first study was done only on horses that
had died, and it is difficult to directly extrapol ate
the findings of the study to the entire racehorse

popul ation, which is a living popul ation of horses which
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may share characteristics but may be different enough
that they may not follow the sane trend.

So for these reasons we, in conjunction with
the industry and Center for Equine Health, initiated a
study | ooking at follow ng horseshoe characteristics of
all horses that race at major Southern and Northern
California racetracks. The intent is to conpare the
findings fromwhat characteristics were on the horseshoe
wi th whether or not the horse ended up with a
catastrophi c muscul oskel etal injury as well as whether
it had | ayups during the course of its racing career

The study, the pilot portion of the study was
initiated in the nmiddle of June of 2000. During the
pilot portion of any study, you find out things that
you' d like to change. And so we nade revisions to the
study, and so the study officially started in Cctober of
2000 in which the nethodol ogy was defined, we had a
observers that were trained and on board and collecting
data in the way we desired.

We currently have just conpleted the first year
of data collection. W have data on about 7,000 horses,
4,000 races. This is roughly equivalent to our
observations on horseshoes and their characteristics.

It includes not only toe grabs, but heel tracks devices,

toes, rimand other factors about horseshoes.
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The study plans to go through October 2002 for
data collection. The reason for that is that the goals
extend beyond just | ooking at whether toe grabs affect
the risk of injury and risk of |ayup, but also seeing if
there are regional differences between Southern and
Northern California and being able to | ook at other
factors sinultaneously, such as racetrack surface, such
as training history, so that we hel p ensure oursel ves at
the end of the study that what we're studying with the
rel ati onship of toe grabs as an exampl e of horseshoe
characteristic and these outcones is in fact related to
the fact that the horse has a toe grab on but not
related to what we call a confounder, such as the fact
that those horses with toe grabs on cone into higher
Il evel of training at the time when toe grabs are first
put on them So we like to |look at a nunber of factors
simultaneously. So with that in mnd, the end of the
study where data collection is anticipated or planned to
be is October of 2002.

Now, we're unable to | ook at the data and
evaluate until we have racing records on the horses. W
can't obtain racing records until October of 2002
because we don't have the full racing history, and the
amount of records we'll be looking for is financially

not feasible for us to request nore than one point in
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time. So it will take approximtely six nmonths to a
year to analyze the data after the end of the data
collection period, and that's sinply because we don't
have all the data we need even though we have data on
hor seshoe characteristics.

| think it's also inportant to realize that
once we have the data we can provide some summary of the
data, but it's inportant that we publish the results of
these studies so that they're available in the future
and to all people; and if we report data in specific
details before they're published, that woul d preclude
publication. Qur journals will not publish the
information. So sonetines that process takes anywhere
fromsix to twelve nonths

I"mnot trying to purposefully delay because
recogni ze that this is a very inportant study, at |east
it istous, but | think it's inmportant that you
understand the process and we feel that it's very
i mportant that the study be perforned at the highest
scientific nethodol ogy so that the results are beyond
guesti on.

CHAI RMAN LANDSBURG. Thank you. Comrent ?

COWM SSI ONER MORETTI @ Thank you very nuch,
Dr. Stover. This was very much of an eye opener. 1've

had the privilege of being here on a nunber of
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occasi ons, but | had never seen the postnortem data,

it's very, very interesting. You did a fabul ous job.

| thought naybe for the benefit of the rest of
the board nenbers | would share a little history of how
we got started on | ooking at the potential to ban toe
grabs in the state. A couple years ago, | guess it was
at the end of the 1999, and you're saying actually the
study began in June of 2000, | believe you just said, we
t hought about banning and we had a Medication Conmittee
nmeeting, and at that conmttee we had some very
interesting and i ntense discussions actually about
whet her or not we had the data to turn around and
prohibit the use of toe grabs here in California.

VWhat we canme up with was that we had -- there
was a | ot of hearsay, but there wasn't any direct
concrete data that would scientifically support the
banni ng of toe grabs, and there was no other region or
jurisdiction that had the data that we could turn to to
rely on.

So that's when we asked for U C. Davis to |ook
it. U C wanted to do it because, obviously, they have
the scientists here who are capable of doing that, to
put the program together; and | was actually surprised
to see that on our agenda was the discussion action by

the board to potentially prohibit the use of toe grabs
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when the study hasn't yet conpleted.

It does | ook obviously that the data is
poi nting that toe grabs are not the best thing for
horses, certainly not the |level at which they' re being
used at the nonment, but |I'mconcerned that if we turned
around and did sonething to ban themtoday we'd be doing
a disservice not only to U C. Davis, but actually to
ot her regions that would be | ooking to us for the sane
thing that we were looking for a year or so ago when we
were |l ooking for scientific data. Wthout the data
confirmed, other jurisdictions will just say, well, if
Cal i fornia banned, but with the data confirned and the
study in hand, | think that we would be doing nmuch nore
of a service to others. | just wanted to share that,

that was our rationale before when we did it.

COW SSIONER HARRI'S: | think that rationale
made sense at that tine. | think ny purpose to put it
on the agenda was to get this discussion started. It

takes us so long to make a rule. M intent was not to
jeopardi ze the study if they feel that nmaking a rule
while the study is going on would be a bad thing to do.

I think we are custodians of these horses and all the
data accunul ated thus far shows that there is detrinments
to these front toe grabs and we're | osing horses every

week probably as a result of having them The problem
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is you can't just say, well, | won't have toe grabs
because it may give an advantage and ny horse may
performslightly better with toe grabs even though it
exposes themto nore injury.

So ny intent was to get the discussion started
because it takes us, as you know, forever to get these
rul es done and to get it going. Even in this rule
think it would not go into effect until the beginning of
the Del Mar neet.

| guess what we could do is delay the rule. It
woul d have to come back to the board anyway and we coul d
delay the inplenmentation further than that.

CHAI RMAN LANDSBURG. | f we began publication
here and know that we could hold off it beconming a rule,
will that interfere with your study? One of the
gquestions | have is if we begin beating the drum for
doing away with toe grabs or prohibiting toe grabs,
woul d that affect your study, your ongoi ng study?

MR. FERRARO. Greg Ferraro, director of Center
for Equine Health. There are two factors we need to
consider. One is our observation would go through
October. So if there was a rule change before the
observation period was over, that would have an obvious
effect on it.

The other thing which is maybe nore subtle is
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that there are already a significant portion of trainers
who have made adjustnments to horseshoes. So at this
point we're fortunate in sone ways to be able to conpare
no toe grab shoes to toe grab shoes. There is a
significant portion of trainers that are racing rins.

If there was a change or tal ked about change in
the interimbetween now and the end of the observation
period, it may force people to make further adjustnents
that m ght have the effect of skewing the results. |
can't say for sure, but that's a concern that we have

COW SSI ONER LI CHT: | have a probl em about the
trainers' right to do -- make the decision, the trainer
and the owner, with respect to what shoes he's going to
use. Fromwhat Dr. Stover, and correct me if |'m wong,
it's not conclusive yet because the horses that tend to
have toe grabs are further along in their training
period and the ones that are further along in their
training period tend to be nore susceptible to suspensor
infjury as well; is that right?

MR. FERRARO. | n 1999, in connection with the
TOC and Medication Cormittee and the CTT board, we
di scussed this, we felt fromthe university's point of
view that we did not have conclusive evidence that we
could assure that it was the toe grab and nothing el se.

We felt that there was indications that the toe grab
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were a serious problem but we didn't feel that we had
sufficient evidence to rule out anything else, and that
was the inpetus to start this study, feeling that if we
could do the study right, do it over a |ong enough
period of time -- and this is a difficult study to
perform | mean just the nmechanics of having observers
accunul ating the data, tabulating the data, acquiring
the race records, this is a very tine-consunm ng and
expensi ve study. W felt that if we could conplete and
do it right that the evidence at the end of that should
be concl usive enough for industry to make a decision
based on fact and not on supposition.

The university's position in this is that we do
not have a reconmendati on or an agenda to push. W are
only accurul ating the facts in the nost scientific way
we can. It's up to the industry to decide what they
want to do. | want to nake that perfectly clear

CHAI RMAN LANDSBURG. G ven the inportance of
havi ng the study and understanding Dr. Stover's point
that even at the end of the study period, that is
October, there is still a considerable anmbunt of tine
needed to prepare the information for publication and
that we woul d not be serving anybody's, in ternms of the
study, serving anybody's good by delaying this only to

October, we woul d not have the publishable findings or
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the findings of this study wi thout destroying its
ef ficacy for publication.

MR. FERRARO This is sort of a Catch-22 for
us. We understand that you want the information as
rapidly as you can get it, but the problemis that the
i nformati on would hold no validity in ternms of the
scientific community, it would not stand up to scrutiny
if it is not published in a peer review journal and that
takes tinme to do that.

CHAI RVAN LANDSBURG. Approxi mately a year. Am
| right in that?

DR. STOVER: Approximtely.

CHAI RMAN LANDSBURG. A hip guess, a shooting
fromthe hip guess. All right. Thank you.

John, you had a comrent.

MR. VANDEKAMP: Yes, John Vandekanp TOC. |
shared John Harris', | think, concern about the use of
toe grabs and I went to the, was it '99 or 2000
Medi cation Conmittee neeting Conm ssioner Mretti tal ked
about, and there are sone violent views held with
respect to the trainers. Bob Baffert, | renmenber, cane
and was extraordinarily strong about how i nportant it
was for the safety of his horse to use toe grabs. And
think it becane clear to all of us, nobst of us there

anyway, that this was a persuasive job needed to be
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done. To the extent possible we needed to bring
trainers to the point that | think that you'd like to
bring them where toe grabs were either elininated or at
| east you get to the | ower toe grabs, which nay be
sonmet hing that you need to take a |l ook at in ternms of
the recomrendations that cone out of this; and I find
that nore and nore trainers today are noving away from
the high toe grabs to rimshoes or the | ow toe grabs,
and | hope that trend continues, but | think we need to
finish the research.

And | woul d suggest that as again an attenpt to
keep this issue visible and get there kind of
informati on that we saw today out there that we schedul e
the Medication Conmittee in the near future at one of
the maj or racetracks, either Hollywod or Santa Anita,
where you're apt to get a lot of trainers to conme to
hear this kind of evidence, understand where we're going
with this so there can be status reports on this
research so that to the extent possible it's not the
board i ssuing a nmandate that's going to be divisive, but
| etting people know that you're going about it the right
way and getting themto realize that they're operating
the best interest of their horse by changing their
pattern.

CHAI RMAN LANDSBURG. A certain ampunt of
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goodwi I | inherent in that which may or may not be extant
in this business.

MR, DOUGHERTY: Charlie Dougherty, California
Thor oughbred Trai ners.

First of all, I would like to acknow edge the
efforts of Davis. California thoroughbred trainers have
been very active in the coordination with Dr. Ferraro
and Stover on a day-to-day basis with the observers, and
I think people are very aware of the study and are
anxi ously awaiting the results.

We, too, would like to see the study go through
to conclusion and the findings, and | can tell you if
the findings, you know, are indeed that racehorses are
catastrophically inpaired with the toe grabs as they
are, our association is 100 percent behind the ban of
them But we would like to see the study go to its
concl usi on.

COW SSI ONER HARRI' S: Does anyone have any
thesis that toe grabs help? | nean it seens |ike
there's a first do no harmtheory of nedicine. |It's
bot hersonme to nme we've got sone evidence they're doing
damage, evidence they're doing harm and yet there is
this big fervor that we can't ban them

MR. VANDEKAMP: Commi ssi oner, one of the

argunents that was nmade, |'m not speaking on the
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veracity of it, but I think Bob Baffert and I think

Wayne Lucas was at that neeting that day, too, were

tal ki ng about the potential sliding around as a result
of not having the toe grabs. It gave traction that was
i mportant.

COW SSI ONER HARRI'S: | think we should
encourage M. Baffert and M. Lucas to encourage sone
sort of study that proves that. On the one hand, we've
got sonme studies that maybe not concluded it's
bot hersone. Wth all these people comng up with
theory, they need to come up with sone hard studi es on
the other side. | don't think we're going to concl ude
this today anyway, but if the trainers really have
problems with that, | want themto come to sone
educational institution and try to get sone studies
showi ng what they believe.

MR. DOUGHERTY: | believe that's what we're
doing with U C. Davis right now

COW SSIONER HARRI'S:  It's sort of going the
wrong way for you. | nmean -- the studies don't seemto
be verifying that. |If their thesis is that the -- |I'm
concerned that regardl ess how nany studi es we do that
certain trainers such as Afford or Lucas still feel that
way. Are you involving themin these studies that fee

that, you know, have input in the way you're doing it?
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MR. DOUGHERTY: Well, John, first of all, no
results have been released fromthe current study, as
they indicated, but the concern of the previous studies,
if the horses that were being studied were only through
the postnortem they were basically the dead horses; and
by | ooking at a day-to-day base, racetrack-to-racetrack
condition, they're getting a feel of the running horses
and then we'll truly have a conplete gauge as to what
the effect of the toe grabs are.

COWM SSI ONER HARRI'S:  Are the trainers that
have basically disputed the initial study, has CIT
i nvol ved themin | ooking at the protocol in this study?

MR, DOUGHERTY: Well, they see it day to day
what's going on. As your horse cones to the receiving
barn, the observer is right there. Every person on the
track is aware the study's going.

COW SSI ONER HARRI'S:  Anyway, | think it's
i mportant that they buy in. |If there is some aspect of
it that they dispute, that they, you know, get it on the
t abl e now.

MR, DOUGHERTY: And | whol eheartedly agree. As
| indicated earlier, if the results come back to show
that toe grabs are indeed, you know, to the running
horse to day-to-day catastrophic, our association is 100

percent behind the issue of the ban then.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

137
CHAI RVMAN LANDSBURG. Can you hel p sonewhat in

doing two things? One is to pronulgate a questionnaire,
a brief questionnaire to your trainers saying do you use
them have you used them why do you use them and woul d
you want to continue using then? Just because that
brings the focus. |If you just have themfill out a

bl ank, it brings the focus back to toe grabs as a
potential problemarea. |1'mjust asking whether you can
promul gate such a questionnaire.

MR, DOUGHERTY: | will put forth your request
to our board within the next 10 days and | don't see any
har m

CHAI RMAN LANDSBURG. | think it just brings
nore attention to it. As the same instance, given the
di scussion here, John, I'd like to propose that we table
this for future consideration and attenpt to get to it
by April or May so that we can have the begi nnings that
takes for a rule becom ng being. W can always hold it
off at a given nonent, but I'd like for this noment nove
that we table the question.

COW SSIONER HARRIS:  |'Il second that.
think right today we don't want to nove forward. [|I'm
concerned we're never going to please all the people.

We need at sonme point -- | think every day we're | osing

horses and that we need to nove forward, but | don't
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have a problemw th tabling for a while.

CHAI RMAN LANDSBURG. All in favor of the notion
that was nmade and seconded to table this until mdspring
or late spring?

(Ayes.)

CHAI RMAN LANDSBURG.  (Opposed?

Then the notion is carried.

We now nove on to staff reports on concl uded
race neets.

MR. REAGAN: Conmi ssi oner, John Reagan. This
is the standard end of neet reports for these two neets,
i nteresting observation, they're kind of on the opposite
ends of the spectrum Oak Tree versus Fresno, yet both
of them had nodest increases in the handle and |ikew se
decreases in the attendance. So we'll keep an eye on it
and see what it looks like. |f you have any questi ons,
"Il be happy to answer them

CHAI RMAN LANDSBURG. Are there any questions

concerning year-end reports?

COW SSI ONER LICHT: | just have a brief
comment on the Fresno fair. | attended the fair one day
as a guest of John Harris. | was very inpressed by the

crowd, the nmakeup of the crowd and generally the way the
crowd was taken care of at that fair, and I would think

that that could be a npdel for some of other tracks on
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encour agi ng younger, more affluent people to cone to the
racetrack

CHAI RVAN LANDSBURG. | f there is no nore
di scussion, we will nove on.

Conmi ssi oner Bi anco, do you have a report on
the Stewards' Committee?

COW SSI ON BI ANCO:  Yes, we had a neeting with
15 out of the 17 stewards that are under contract down
in Los Angeles. It was the first neeting in a couple
years and we just, Sheryl and nyself just really wanted
to get acquainted with the people, you know, to see, you
know, what problens. W didn't have an agenda of itens
that we're going through with them and | felt it was a
good neeting, but it was just get to know each other and
try to build up their norale and see what type of
probl enms that they were facing and things that we could
fix. Wth that, usually you give, you know, two
Italians a m crophone, they want to sing, but we're
running late. Thank you.

(Laughter.)

CHAI RVAN LANDSBURG. Sheryl, do you want to
sing or add sonething?

COW SSI ONER GRANZELLA: No, it was a good
nmeeting. You wouldn't want to hear ne sing.

(Laughter.)
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CHAI RVMAN LANDSBURG:. We will 1l ook forward to
what action may be needed by the board to help the
stewards in your further nmeetings. Thank you.

On to the point of general business. |Is there
any requests or comrunications for future action of the
boar d?

O d business then? No old business to attend
to. In which case this part of this neeting is now
adjourned. We will now go into executive session and
foll owi ng executive session we will finish this neeting
formally.

(The neeting was adjourned to

Executive Session at 1:30 p.m)
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